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TRUE TEST OF BUSINESS SUCCESS. 





Business success, whether for the individual or for the 
nation, is a good thing only so far as it is accompanied,by 
and develops a high standard of conduct — honor, integ- 
rity, civic courage. The kind of business prosperity that 
blunts the standard of honor, that puts an inordinate value 
on mere wealth, that makes a man ruthless and con- 
scienceless in trade and weak and cowardly in citizenship, 
is not a good thing at all, but a very bad thing for the 
nation. This government stands for manhood first, and 
for business only as an adjunct of manhood. — 7%codor: 


Roosevelt. 
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Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 20c. 


Western Underwriter, 145 La Salle St., 
Chicago, Ill., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c. ; 
special life number, $1.25 per year, 20c. per 
copy. 


JOHN C. PAIGE &CO. 
INSURANCE 


20 KILBY STREET 
BOSTON. 











FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 


Dividend-Endowment Fund, 1,290,036.00 
(Weferred Dividends) 


Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - 7 


1,362,315.56 
74,892,289 .00 














THE 
FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 





Operates on a full 3 |-2 per cent. Reserve 
‘under Massachusetts Law, and offers 
the very best possible security, with 
a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 








SURPLUS, $3,686,1276.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President. 
D. F. APPEL, Secretary. 
WM. B. TURNER, Ass Sec’y. 
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‘INSURANCE EGONOMICS’ 


A phrase coined and brought into current use in 1899 by the **Journal of 


Insurance Economics,’’ and now universally accepted in the insurance vocabulary. 


The “JOURNAL OF INSURANCE ECONOMICS’’:—A distinctive mag- 





azine with a distinctive name and a distinctive purpose. 


A positive influence for good and a power in moulding public opinion. 


Untrammeled in policy — Definite in aim — Trustworthy in fact — Truly in- 


dependent in all things—-A magazine of progress. 


The best there is in Insurance Literature. 












































EDWARD ATKINSON, 
EMINENT ECONOMIST, STATISTICIAN AND FIRE UNDERWRITER, 


DIED IN BOSTON, IN ACTIVE SERVICE, DEC, II, AT THE AGE OF 78. IN EARLY LIFE HE BEGAN 
THE STUDY OF POLITICAL ECONOMY, AND HIS CONTRIBUTIONS TO CURRENT DISCUSSIONS HAVE 
BEEN CONTINUOUS AND EXHAUSTIVE. HE PROVED A RESOURCEFUL INVESTIGATOR AND AN EN- 
TERTAINING PUBLIC SPEAKER. HIS EARLY BUSINESS LIFE WAS PASSED IN MANUFACTURING, BUT 
HIS STUDY OF FIRE HAZARDS IN CONNECTION THEREWITH LED HIM, IN 1878, TO ACCEPT THE 
PRESIDENCY OF THE BOSTON MANUFACTURERS MUTUAL, ORGANIZED FOR THE INSURANCE OF 
PROTECTED FACTORIES, WHICH WITH SIMILAR MUTUALS BECAME GROUPED UNDER THE TITLE OF 
THE “NEW ENGLAND FACTORY MUTUALS.’”’ MR. ATKINSON CONTRIBUTED WONDERFULLY TO FIRE 
INSURANCE SCIENCE, AND HIS PIONEER WORK IS LARGELY RESPONSIBLE FOR THE ATTENTION 
GIVEN BY STOCK COMPANIES TODAY TO THE INSPECTION AND INSURANCE OF SPRINKLED HAZARDS, 
HIS REMARKABLE SERVICE CONTINUED UP TO THE VERY LAST, THE ATTACK WHICH ENDED HIS LIFE 
OCCURRING WHILE ON HIS WAY TO HIS CUSTOMARY DAY’S WORK. MR. ATKINSON WAS ONE OF 
THE “* CAPTAINS OF INDUSTRY” WHO WORKED FOR SERVICE AND NOT FOR PAY. 
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RATE EQUALIZATION: AN OLD STORY EVER NEW. 


ties National Association of Local Fire Insurance Agents has wisely de- 
clared that preferred risks are the source of most of the evils in the busi- 

ness, encouraging the payment of excess commissions, causing multiple 
appointments and side line agents, and being likewise a fruitful source of rate 
wars. 

If there were no preferred classes the Western Union would not now, per- 
haps, be engaged in pushing its remarkable program of ‘‘separation,’’ the 
cause of so much ill-feeling and trouble to agents and companies alike. If 
there were no preferred classes and no companies were depending upon the 
profits therefrom to balance the losses on non-paying hazards, rival interests 
could not threaten ‘‘rate-cutting’’ asa means of punishment for failure to 
acquiesce in other questions of underwriting policy. 

Many of the dangers and difficulties of fire underwriting today seem to 
revolve around the desire on the one hand to raise the rate on non-paying 
hazards and the disinclination on the other to reduce the profitable preferred 
classes. 

Rate equalization is always the crying need. Wecome back to that upon 
every proposition. It is nota simple thing to do by any means, but itis the 
one thing above all others which should be done. But rates cannot be equal- 
ized until there is a proper classification and a better knowledge of conditions 
Proper classification cannot be secured without a combination of the experience 
of allcompanies. This means increased co-operation and mutual concession. 

The trouble is that the immediate needs of the hour seems so pressing and 
acute that company managers will not take proper time to consider this ques- 
tion, or if they do consider it, are unwilling to make the personal sacrifice 
necessary to put into effect the combined classification. It can be said, how- 
ever, that if this question is not settled by the companies themselves it will be 
settled for them by the legislatures. It is only a question of time when a 
compulsory classification will be imposed upon the companies by law. -No in- 
surance man wants it, no one advocates it, or if they do, only because the 
proper initiative in fire insurance seems lacking. If equalization and combined 
classification is the one thing demanded in fire insurance by public policy, why 
not insist upon having it done? It may help to solve the problem of anti-com- 
pact legislation; it will make rate cutting by any company a hazardous under- 
taking and it will tend to cure the most crying evils of competition within tho 


business itself. 
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SEPARATION DEFENDED BY THE CHICAGO “ INSURANCE POST.” 


Arguments Advanced Answered by the Journal. 


The leading editorial of the Chicago 
‘Insurance Post’’ of Dec. 18 is de- 
voted toa reply to the article in the 
last number of the Journal of Insur- 
ance Economics relating to the en- 
forcement of separation in the West. 
The ‘‘Post’’ suggests that the Western 
Union is ‘‘not to be affrighted’’ by 
what we had to say, and also that 
union companies will not approve of 
our article, although non-union com- 
panies may: 

May we venture to suggest that the 
article in question was not written for 
the purpose of affrighting the Western 
Union, nor to please any company, 
union or non-union. We sought to 
set forth an honest conviction, and 
by so doing to benefit fire underwrit- 
ing, and particularly the agency side 
of it, which isthe under dogin this 
conflict between companies. 

We do not expect that the Journal’s 
attitude will conserve its popularity, 
but that does not ‘‘affright’’ us. The 
opinions expressed by the Journal 
never have been popular, at least 
when they were uttered; but as time 
passes and the origin of the thought 
is forgotten, it is a pleasure to us to 
note that the views so ‘‘brashly’’ ex- 
pressed become those of popular ac- 
ceptance. 

We will take up as briefly as we can 
some of the arguments advanced by 
the ‘‘Post’’ in reply to the Journal’s 
statements. We said that the new 
competitive rate rule was adopted to 
enable agents unionizing to protect 
themselves against rate cutting by 
non-union companies which they re- 
sign. The ‘‘Post’’ says that the ‘‘new 
competitive rates are not solely for the 
purpose stated.’’ But if they are 
partly for the purpose stated, then the 
rule is intended as a recognition that 
rate cutting is inevitably a part of 
separation. 


The ‘‘Post’”’ states that graded com- 

missions do not result in any material 
““monetary gains’’ to union agents. 
Then why pay the graded commission 
or why withhold its payment if agents 
do not cast out union companies? The 
graded commission is offered as an 
‘‘inducement”’ pure and simple. Noth- 
ing else was ever claimed for it and 
the ‘‘Post’’ simply avoids the issue by 
putting up such an argument at this 
time. 
The ‘‘Post’’ says that graded com- 
missions (with separation) 
adopted to secure for union companies 
a share of preferred business. Then 
why not pay graded commissions 
without requiring the retirement of 
non-union Gompanies? 

The ‘‘Post’’ declares that union 
companies are not ‘‘buying their local 
agents away from their non-union 
connections’”’ because the average non- 
union commission is several points 
higher than the union commission. 
But this is not a question of average 
commissions. It is what the particu- 
lar company pays in the particular 
agency concerned. Agents are being 
required to resign non-union com- 
panies whether they pay excess com- 
missions or not. The purpose of the 
separation-graded-commission rule is 
to draw the line at membership in 
the Union, not at excess commissions. 

The ‘‘Post’’ says that the ‘‘domi- 
nance’’ of union companies is not de- 
pendent upon the rates of commis- 
sion they pay, but upon their greater 
‘‘catholicity’’ as underwriters. But this 
“‘catholicity’’ does not lead them to 
‘tolerate’? non-union companies in 
their agencies. 

The ‘‘Post’’ says that separation 
does not involve the ‘‘closed shop’ 
because companies retiring from a 
‘‘anion shop’’ can go into another 
agency, nor ‘‘boycotting’’ against 
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strictly non-union agencies. Never- 
theless, the closed shop and the boy- 
cott is forced against non-union com- 
panies in the same agency with union 
companies, and if the Union, under 
its present policy of separation gains 
control of the field, who can say that 
the closed shop and the boycott will 
not eventually be enforced against 
strictly non-union agencies. 

The ‘‘Post”’ disputes our suggestion 
that the Western Union’s method of 
‘ enforcing separation is ‘‘un-Ameri- 
can’’ and contends that it is ‘‘West- 
ern American, and is entitled to re- 
spect for its antiquity.’’ Nothing 
which is ‘‘antiquated’’ can be truly 
Western American. The West repre- 
sents, if anything, the spirit of a new 
day. The methods pursued by the 
sponsors of the separation program 
are anything but Western. They are 
essentially medizeval. 

The “Post” suggests that our 
thought upon the matter of separa- 
tion isan Eastern idea as opposed to 
the Western idea in underwriting. 
We think not. Separation has no 
more real enthusiastic supporters in 
the West than in the East, and on the 
Pacific Coast, the ‘‘far’’ West, the 
sentiment against it is very strong. 
Our opinion is that the separation 
idea has been advocated and put 
through by a minority of all compa- 
nies, and possibly a minority of Wes- 
tern Union companies. And let us 
say right here that we are not criti- 
cising in this connection the Western 
Union as an organization, nor all of 
the companies in that organization, 
but only those which are responsible 
for the method by which separation 
is being forced upon agents in union 
territory. 

There are influential interests in the 
Western Union which positively dis- 
approve separation. There are other 
equally strong interests which are 
quite half-hearted in its enforcement; 
but there are a few companies which 
are determined that this separation- 
graded-commission program shall not 
fail whatever the cost, and it is to 
them that a word of warning at this 
time should be uttered by the real 
friends of the Western Union and of 
underwriting at large. 


KNOCKING THE EDITOR. 
New York, Dee. 11, 
Editor of Insurance Economics : 

When you started Economics you gave your 
readers a Jot of original work, and I took plea- 
sure in becoming a subscriber, but of late the 
quality of matter in your columns has deterior- 
ated to such an extent that Iam moved to make 
this protest. Take such absolute drivel as 
‘* Adjuster” is permitted to soil a page anda 
half with this month and contrast it with the 
‘Economic Principles of Fire Insurance Rat- 
ing”’’ as printed in your number for May, 1899. 
And think of letting two months go by without 
so much asa reference to (so far as I can dis- 
cover), let alone a review of, the illuminating 
and wonderfully original report presented by 
Albert W. Whitney on ‘ Percentage Co-Insur- 
ance and the Relative Rates Charged Therefore ”’ 
presented to the Board of Fire Underwriters of 
the Pacific last September. 

If you are tired of original work, well and 
good, but aren’t your subscribers entitled to 
some notice that your opening promises are 
cancelled and withdrawn and that the Journal 
will hereafter be edited with scissors and paste 
brush? I certainly don’t want to be spending 
three good dollars per annum for sucha scrap 
book compilation as your last number repre- 
sents; and I think I have just as good a right to 
feel indignant over the kind of goods you are 
delivering me as I would with any tradesman 
who might undertake to give me sand instead of 
sugar or shoddy instead of wool. You ought to 


1905. 


. be ashamed of yourself. 


Disgruntled Reader. 





Our correspondent certainly does not mince 
matters, and speaks right out in meetin’. But 
how can we feel ‘‘ ashamed” at the implied 
compliment to the value of our original work. 
The fact is we thought our readers were getting 
** tired of original work,” and would like to hear 
what others had to say. But‘ you never can tell.” 


“BLOWN OVER.” 


The tempest in the teapot created by a few 
enterprising, active, pushing Union Board mem- 
bers who advocated “ separation” that is, that 
board and non-board eompanies shall not be 
represented by same agents as a means to pre- 
vent the latter from pirating, has evidently 
ceased for the present. The more conservative 
and experienced managers are not disposed to 
precipitate a rate war which, when started, al- 
ways develops into a Kilkenny cat fight and 
usually ends about as did the historical fight, 
where two cats with their tails tied together 
were thrown across a clothes line in the evening 
where they fought all night and in the morning 
only two tails were left. 

The numerous fire losses on the coast and con- 
sequent reduction of profit has a tendency to 
discourage a scrimmage.— Fireman’s Fund 
Record. 
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FIRE INSURANCE RATING AS DONE BY OHIO INSPECTION BUREAU. 


Dayton Board of Trade Critices Practices. 


When the Ohio State Board of Un- 
derwriters dissolved after the passage 
of the anti-compact law in that state, 
its work was taken up outside of 
Cleveland and Cincinnati by the Ohio 
Inspection Bureau, a so-called inde- 
pendent rating organization to which 
the fire insurance companies became 
individually subscribers. In Cleve- 
land and Cincinnati the rates were 
handled by local boards of agents. 
The work of the Ohio Inspection Bu- 
reau was also supported by auxiliary 
organizations of local agents in vari- 
ous counties. 

The Ohio Inspection Bureau in- 
spected risks throughout the state 
and made ‘‘estimates’’ of the rates at 
which the risks inspected should be 
written by the companies. This bu- 
reau, while intended to comply with 
the law, was likewise intended to con- 
tinue, in substantially the same form, 
the work of the old state board. No 
law yet drafted by any state has yet 
prevented the companies from secur- 
ing uniform rates. Indeed the pas- 
sage of these laws has made rates 
more uniform and rigid and free from 
competition than they were under 
non-restrictive laws. 

The Dayton (O.) Board of Trade has 
just made an investigation of the 
Ohio Inspection Bureau. Its conclu- 
sions thereon are most interesting. 


They are as follows: 

The Ohio Inspection Bureau conducts the gen- 
eral business of fixing or determining fire insur- 
ance rates for the benefit and under the patron- 
age of fire insurance companies chartered to do 
business in this state. It furnishes fire insur- 
ance companies which are its subscribers with 
information upon which policies are to be writ- 
ten at rates fixed by said bureau. 

We believe said subscribers are required to 
adhere to the rates thus established, and that 
failure to do so would prevent their getting sub- 
sequent information concerning rates, the char- 
acter of the risks, etc., and that forfeiture of 
the membership of such subscriber in the said 
bureau would result from any departure from 
the rates thus established. 


There is no other bureau or organization 
of like character engaged in the insurance 
business of this state. It is created in the in- 
terests of fire insurance companies, conducts 
its business without competition, and its acts, as 
we believe, are in restraint of trade and in viola- 
tion of the anti-trust laws of the state. 

Property-owners are told that if they do not 
choose to comply with these demands their 
policies will be cancelled or their business re- 
fused. In our judgment existing conditions 
justify the opinion that the Ohio Inspection 
Bureau virtually manages and conducts the 
business of selling fire insurance in the state of 
Ohio, by establishing the rate and conditions 
which shall govern al] policies written by its 
subscribers, the insurance companies. 

That such is the case is evident by the uni- 
form rates which are maintained by all com- 
panies associated with it, and by local organiza- 
tions of insurance companies whieh exist in 
many of the cities and counties of the state; 
otherwise, these companies would sell their 
goods in open market ia competition with each 
other. 


Whether there is an agreement 
umong the companies subscribing to 
the Ohio Inspection Bureau to observe 
the rates and to forfeit their rights if 
the rates are not observed, as alleged 
by the committee of the Dayton Board 
of Trade, we are unable to say, but 
there is no doubt a ‘‘general under- 
standing’’ to that effect, by which un- 
derstanding we mean that itis the 
rule of ‘‘business comity’? which 
grows up inevitably as the result of 
communication and association be- 
tween those engaged in the same line 
of business. The singular uniformity 
in rates referred to by the Dayton 
Board of Trade would be maintained 
through the operation of this business 
comity if by no other method. The 
only way to prevent ‘‘business com- 
ity’? is to prohibit men in the same 
Jine of business from associating with 
each other in any way. Even that 
would not prevent uniform rates 
which are controlled by certain well- 
defined economic laws. 

If the courts accept uniformity in 
rates charged as evidence of a con- 

















Journal of Insurance Economics. 39 








spiracy in restraint of trade, then, no 
doubt, the Ohio Inspection Burean 
can be broken up under the anti-com- 
pact law—but this is a situation which 
could very readily be met by very 
slight variations in the rates between 
friendly companies. : 
The trouble is that state legislatures 
see a condition which they are at- 
tempting to fight by setting up arbi- 
trary conditions, leading only to the 
adoption of technical subterfuges. 
Uniform rates in fire insurance can- 
not be prevented any more than any 
other uniform things which arise out 
of economic law. By driving the com- 
panies to technical resorts legislatures 
make a crime of things which are per- 
fectly right and natural in themselves. 
President Roosevelt has the right 
idea about this whole matter in his 
treatment of the railroad situation 
when he says that pooling and uni- 
formity of price, instead of being pro- 


hibited by legislation, should be per- 
mitted under laws which will properly 
prevent discrimination and prohibit 
rebating. 

Why enact statutes which make 
outlaws of insurance companies when 
the real thing desired is not to prohi- 
bit a uniform rate but to prevent dis- 
crimination and unjust charges? 
When state legislatures awaken toa 
realization of how futile and ill-di- 
rected their efforts have been there 
may be an intelligent, concerted move- 
ment to attack those practices in fire 
insurance which are really detri- 
mental to public interest. 

We do not want state rate making 
or state control of private enterprise, 
nothing, in short, of a socialistic na- 
ture. But asin life insurance and as 
in railroads there is no reason why 
the government (state or national) 
should not concern itself with dis- 
criminating rates and secret rebates. 








IOWA ANTI-COMPACT LAW DECLARED UNCONSTITUTIONAL. 








The supreme court of the United 
States, Judge Oliver Wendell Holmes 
writing the decision, has declared the 
anti-compact law of Iowa to be con- 
stitutional. This is on the appeal of 
fire insurance companies in the hope 
that a contrary decision would be ob- 
tained. This decree therefore leaves 
any state free to adopt a law prohibit- 
ing combination to regulate fire insur- 
ance rates if it desires to do so, and 
the companies must meet the issue not 
on legal but on economic grounds, 
and, if they would avoid the passage 
of an anti-compact law, convince the 
legislatures that this sort of legisla- 
tion injures and does not benefit pub- 
lic interest. 

There are some underwriters so pes- 


simistic as to regard this decison as a— 


‘‘hody blow,’’ to be followed neces- 
sarily by the giving up of all company 
rating associations. We do not see, 
however, why this should necessarily 


follow. It does not appear that the 
question of constitutionality ever had 
any marked effect in influencing state 
legislatures one way or the other in 
the consideration of anti-compact 
laws, and it by no means follows that 
other states will pass these laws 
merely because of this decision. It 
may be, however, that they will be- 
cause the constituency of the legisla- 
tures demand their passage. 
Expecting a contrary decision, it is 
stated that a number of local boards 
were formed in Iowa for the purpose 
of controlling rates and practices, but 
since the decision these boards have 
been promptly disbanded. We see no 
reason, however, why boards of un- 
derwriters in anti-compact states 
should be givenup. On the contrary, 
it is the best reason in the world why 
they should be continued without, 
however, having anything to do with 
the making of rates. There are plenty 
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of ways in which local boards of 
agents can benefit themselves and the 
companies through organization. In- 
deed it would be much better if these 
boards gave greater attention to the 
question of ‘‘practices’’ and less to 
the matter of rates. 

The idea that a local board must be 
a rating organization and nothing else 
is erroneous, and really should be sup- 
planted by the contention that a local 
board should have nothing whatever 
to do with rates. Agents can well 
leave this factor of underwriting to 
the companies and where the com- 
panies are prohibited from making 
uniform rates, it can be left with 
safety to ‘‘business comity,’’ which 
will always control even if there is no 
agreement. In fact, we are inclined 
to believe that there will be less 
trouble on the question of rates where 
they are contolled by ‘‘business 
comity’’ than by hard and fast agree- 
ments. 

We do not stand with those who 
think that the welfare of fire insur- 
ance depends upon its power to agree 
upon uniform rates. Under normal 
conditions uniform rates will prevail 
in fire insurance without any agree- 
ment whatever. The only time when 
rates aré not uniform is when some 
company or group of companies has 

n ‘‘ax’’ to grind and inaugurates a 
‘“‘rate war.’’ But these periods are 
short and isolated and rates ultimately 
return to a normal and constant level 
for all companies. 

Uniform rates are controlled by a 
very simple economic law, namely, the 
determination of every company to 
secure as good a price for its insurance 
as any other, and the highest price 
named by any company will always 
determine the market rate. Only in 
exceptional cases will particular com- 
panies cut under this price, and then 
only in secret for the purpose of tak- 
ing the risk away from a competitor 
and not with any idea of benefitting 
the assured or making a permanent 
and extended reduction in the rate. 


SMOTHERED FIRES. 


Fire apparently will not burn without draft 
and air. But how far a fire will go without these 
necessary conditions of a large blaze, and why 
and when it dies out, are matters on which we 
have no data or experience, nor does there ap- 
pear ever to have been any experiments con- 
ducted, to ascertain these particulars. 

This subject is suggested by two fires, in an 
experience of a general business over a period 
of thirteen years. One of these was disclosed 
when going through the cockloft of a house, 
examining the ehimney for defects. While the 
chimney was sound, and while apparently no 
spark had come from it, nevertheless the boards 
of the ceiling, not near the chimney, but a dis- 
tance of two feet away, were charred for a space 
of a yard square, and one of the joists eaten into 
by fire for nearly half an inch. The fire, starting 
in some mysterious way, had burned the boards 
and joist, and then having used up the gases of 
the air, in the confined space of the cockloft, 
necessary to combustion, or failing to find any 
draft, or smothered in its own smoke—had gone 
out, leaving only the charred wood as a witness 
of its occurrence. 

Recently, another case happened similar to the 
first, except in the origin of the fire, and again in 
a dwelling. The owner of the insured furniture 
left the house for a visit. As the chimneys were 
full of soot, she woman-like, stuffed an old coat 
into the fire place to keep the soot from coming 
out on the carpet, and locked the door of the 
room. 

Venting into this same flue was the kitchen 
stove in the basement, and this stove was in use 
while the occupant of the room was away. 
Apparently the origin of the fire is plain enough. 
But how account for what followed, or when 
will a smouldering fire in a closed room go out 
after small damage, or when burn the house 
with a total loss? 

The fire, in this instance, caught in and burned 
the coat, damaged the carpet, burned and 
scorched a commode standing near, destroyed 
the cloth on top of it, damaged the back piece, 
and was evidently burning about two inches 
from the mantel drapery witheut igniting it. 

Another very peculiar feature was that the 
wooden rung for towels was burned through in 
one place, so thatit broke. The rung was about 
half an inch thick, showing evidently there must 
have been quite a fire. Then the fire went‘out. 

These two cases go to show the eccentricities of 
the element, and also prove, in the latter case, 
that the flames do not always take advantage of 
the opportunities afforded by carelessness.— 
Martin Sherwood. 


DELAYED BY FIRE- 

The December issue of the Journal of Insur- 
ance Economics has been delayed by a severe 
fire in the plant of the Standard Printing Com- 
pany. 
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THE GOVERNMENT’S INTEREST IN RAILROAD RATE REGULATION. 


[The following extracts are taken from that portion of President Roosevelt’s recent message to 
Congress, in which he debates the question of regulating and controlling the freight rates of rail- 
roads. It should be read by every fire insurance man, first as a citizen, but mainly because what the 
President has to say may, if it already does not, apply to the question of rate regulation in fire insur- 











ance. Substitute fire insurance for railroads in the quotation and there will no doubt be founda 
presentation of the attitude which the administration would assume upon insurance rates if national 


supervision were established by Congress.| 


This isan age of combination, and 
any effort to prevent all combination 
will be not only useless, but in the 
end vicious, because of the contempt 
for law which the failure to enforce 
law inevitably produces. 





Experience has shown conclusively 
that it is useless to try to get any ade- 
quate regulation and supervision of 
these great corporations by state 
action. Such regulation and supervi- 
sion can only be effectively exercised 
by a sovereign whose jurisdiction is 
co-extensive with the field of work. 





It is generally useless to try to pro- 
hibit all restraint on competition, 
whether this restraint be reasonable 
or unreasonable; and where it is not 
useless it is generally hurtful. Events 
have shown that it is not possible ade- 
quately to secure the enforcement of 
any law of this kind by incessant ap- 
peal to the courts. The department 
of justice has for the last four years 
devoted more attention to the enforce- 
ment of the anti-trust legislation than 
to anything else. Much has been ac- 
complished; particularly marked has 
been the moral effect of the prosecu- 
tions; but it is increasingly evident 
that there will bea very insufficient 
beneficial result in the way of eco- 
nomic change. The successful prose- 
cution of one device to evade the law 
immediately develops another device 
to accomplish the same _ purpose. 
What is needed is not sweeping prohi- 
bition of every arrangement, good or 
bad, which may tend to restrict com- 
petition, but such adequate supervi- 
sion and regulation as will prevent 
any restriction of competition from 
being to the detriment of the public— 
as well as such supervision and regu- 





lation as will prevent other abuses in 
no way connected with restriction of 
competition. 

The immediate and most pressing 
need, so far as legislation is concerned, 
is the enactment into law of some 
scheme to secure to the agents of the 
government such supervision and reg- 
ulation of the rate charged by the 
railroads of the country engaged in 
interstate traffic as shall summarily 
and effectively prevent the imposition 
of unjust or unreasonable rates. It 
must include putting a complete stop 
to rebates in every shape and form. 
This power to regulate rates, like all 
similar powers over the _ business 
world, should be exercised with mod- 
eration, caution and _ self-restraint; 
but it should exist, so that it can be 
effectively exercised when the need 
arises. 

Ido not believe in the government 
interfering with private business more 
than is necessary. Ido not believe in 
the government undertaking any work 
which can with propriety be left in 
private hands. But neither dol be- 
lieve in the government flinching from 
overseeing any work when it becomes 
evident that abuses are sure to obtain 
therein unless there is governmental 
supervision. 

It sometimes happens at present, 
not thata rate is too high but that a 
favored shipper is given too low a rate. 
In such a case the commission would 
have the right to fix this already es- 
tablished minimum rate as the maxi- 
mum; and if would need only one or 
two such decisions by the commission 
to cure railroad companies of the 
practice of giving improper minimum 
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rates. I call your attention to the fact 
that my proposal is not to give the 
commission power to initiate or origi- 
nate rates generally, but to regulate 
arate already fixed or originated by 
the roads, upon complaint and after 
investigation. 


Illegal transactions often occur 
under the forms of law. It has often 
occurred that a shipper has been told 
by a traffic officer to buy a large quan- 
tity of some commodity and then after 
it has been bought an open reduction 
is made in the rate to take effect im- 
mediately, the arrangement resulting 
to the profit of one shipper and the 
one railroad and to the damage of all 
their competitors; for it must not be 
forgotten that the big shippers are at 
least as much to blame as any railroad 
in the matter of rebates. The law 
should make it clear so that nobody 
can fail to understand that any kind 
of commission paid on freight ship- 
ments, whether in this form or in the 
form of fictitious damages, or of a con- 
cession, a free pass, reduced passenger 
rate, or payment of brokerage, is ille- 
gal. It is worth while considering 
whether it would not be wise to con- 
fer on the government the right of 
civil action against the beneficiary of 
a rebate for at least twice the value 
of the rebate; this would help stop 
what is really blackmail. Elevator 
allowances should be stopped, for they 
have now grown to such an extent 
that they are demoralizing and are 
used as rebates. 

I ask this legislation not only in 
the interest of the public butin the 
interest of the honest railroad man 
and the honest shipper alike, for it is 
they who are chiefly jeoparded by 
the practices of their dishonest com- 
petitors. 

The opponents of government regu- 
lation dwell upon the difficulties to be 
encountered and the intricate and in- 
volved nature of the problem. Their 
contention is true. It is a complicated 


and delicate problem, and all kinds of 
difficulties are sure to arise in connec- 
tion with any plan of solution, while 
no plan will bring all the benefits 
hoped for by its more optimistic ad- 
herents. Moreover, under any healthy 
plan the benefits will develop gradu- 
ally and not rapidly. Finally, we must 
clearly understand that the public 
servants who are to do this peculiarly 
responsible and delicate work must 
themselves be of the highest type both 
as regards integrity and efficiency. 
They must be well paid, for otherwise 
able men cannot in the long run be se- 
cured, and they must possess a lofty 
probity which will revolt as quickly 
at the thought of pandering to any 
gust of popular prejudice against rich 
men as the thought of anything even 
remotely resembling subserviency to 
rich men. 

At present we face such utter lack 
of supervision, such freedom from the 
restraints of law, that excellent men 
have often been literally forced into 
doing what they deplored because 
otherwise they were left at the mercy 
of unscrupulous competitors. To rail 
at and assail the men who have done 
as best they could under such condi- 
tions accomplishes little. What we 
need to do is to develop an orderly 
system and such a system can only 
come through the gradually increased 
exercise of the right of efficient gov- 
ernment control. 


EDITORIAL COMMENT. 


How sound and conservative the 
President’s thought upon this great 
question of government regulation of 
private enterprises. How little it jus- 
tifies the fears of those who expected 
Mr. Roosevelt to stand for govern- 
ment rate making. How clear his 
conception of the utter uselessness of 
restrictive laws intended to check 
natural economic tendencies. How 
shrewd his estimate of the ways by 
which such laws are made ineffective. 

We venture .to say that if national 
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supervision were established at Wash- 
ington under President Roosevelt and 
the policy which he has outlined in re- 
gard to the rate regulation of railroads 
were adapted to fire insurance, it would 
be beneficial alike to the business and.to 
the people. There would be no inter- 
ference with original rate making by 
the companies themselves, no attempt 
to prevent them from combining their 
experience and establishing rates 
based upon these classifications. There 
would be only the insistence that all 
rates should be equally applied and 
that there should be no discrimination 
between one property-owner and 
another, and that there should be ab- 
solute prohibition of rebating in any 
form, direct or indirect 


President Roosevelt once more de- 
monstrates himself to be not only a 
free and independent thinker but a 
wise statesman, concerned with the 
true things of public welfare, not to 
be thrown off his balance by the ad. 
vice of self-seekers or by undigested 
public clamor. He does not fear to 
put forth things which contribute to 
the proper welfare of corporations, 
nor does he fear to criticise the ‘‘com- 
mon people’’ when their views of cor- 


porate rights are mistaken. Where 
wealth or capitalistic combination 


strikes a dangerous blow at public 
welfare or where poverty and mob 
rule menace the state, Roosevelt is 
always found upon the fighting 
line 





PERSONNEL OF WORKING FORCE IN LARGE CITY BOARDS. 








CONTRIBUTED. 








No organization or individuals so 
authoritatively represent the inter- 
ests of the fire insurance companies 
before the public as the officials and 
employees of the local boards of fire 
underwriters. It is, therefore, most 
important that the organization, 
methods and personnel of these boards 
should be such as to afford the insur- 
ance companies a thoroughly intelli- 
gent representation before the prop- 
erty-owner in the interest of adequate 
rates, efficient fire protection and cor- 
rect business methods. 

Each officer and employee should be 


| Secretary. 


OPERATING DEPARTMENT. | 


Executive Commtttee 


and Manager. of Ratings. 


Superintendent 
of 
Inspections. 





Superintendent | 


selected solely for his qualifications 
by training and experience for 
duties he expected 
His qualification should 


the 
particular is 
to perform. 


be passed upon by the executive 
committee and made a matter of 
record. 


An outline indicating a proposed 
order of organization of the supervis- 
ing and working force is submitted 
below, showing the work of 
the association divided into three de- 
partments. The work of the various 
employees in each department is also 
classified : 


entire 


{ Interpretation of rules and forms. 

tecord of proceedings at board and committee 
meetings. 

Classification of risks. 

| Charges of violations. 
Financial and bookkeeping. 

| Miscellaneous duties of secretary. 





| Rate computations. 

Rate publications. 
{ Information bureau regarding rates. 
eo ‘ For rating purposes. 
General Inspections. } for condition of premises. 
| 


Electrical inspections. 


} Sprinkler inspections. 


| Reports on causes of fires and their lessons. 
| Publication of inspection reports. 
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HOW CO-INSURANCE CAN BE SATISFACTORILY SETTLED. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By W. J. CLEMENS. 


Admitting the impossibility of a 
correctly estimated fire insurance rate 
based upon the amount of premiums 
received and the amount paid out for 
losses—depending entirely upon the 
presumed good business judgment of 
all policyholders to carry a reasonable 
percentage of insurance as to value— 
it becomes necessary if it is desired to 
reduce rate making toa science, to 
persuade all intending insurers to 
carry as nearly full insurance as pru- 
dence would dictate, or pay a propor- 
tionately higher rate. 

It is admittedly true that the clas- 
sification of business, owing to the in- 
accuracy of rates of the different 
classes, has resulted in what is called 
preferred business, consequently one 
class pays the excessve losses on the 
inadequately rated more hazardous 
risks. The insurance rate bureaus 
have undertaken the solution of this 
problem by the use of the co-insurance 
clause. On the Pacific Coast the 
clause used is one which might better 
be called a valuation or co-insurance 
clause, as the clause only becomes a 
co-insurance Clause in the event of the 
assured’s failure to carry insurance 
to the extent of the amount named in 
the clause; since to have the assured 
carry as nearly full insurance as is 
practical, is ‘‘a consummation de- 
voutly to be desired,’’ then as an in- 
ducement to do so the rate can be 
safely lowered in the proportion that 
the amount of insurance carried bears 
to the value of the property insured. 

When the companies obtain the 
benefits of co-insurance upon all 
classes of business the rates can be 
more accurately and equably esti- 


mated, resulting in the disappearance 
of the so-called preferred business 
which would simplify the situation 
and dispose of troublesome competi- 
tion. The assured will necessarily pay 
an adequate rate on each class, which 
rate can only be safely determined 


upon the basis of amount of insurance 
carried as to value of the property in- 
sured. The greatest proportion of 
losses are partial and it necessarily 
follows that the companies can afford 
to carry all risks at a lower rate, pro- 
vided the assured carries insurance to 
the extent of 90 per cent. of the value 
of the property insured. 

Assuming that insurance is a basis 
of credit, and is therefore a necessity 
to the business of the country, it is 
equally important that the contract 
protects the assured fully, to the end 
that the assured and the financial in- 
stitution to whom the loss, if any, is 
made payable may feel secure from 
unexpected disaster. 

If the co-insurance clause can be so 
used as to give the assured protection 
to the full extent of the amount named 
in the policy, the accuracy of the 
rates arrived at, estimated on the co- 
insurance basis, would relieve rate 
making almost entirely of sentiment, 
and result in the payment of adequate 
and just rates upon all classes and the 
consequent physical improvement of 
the more hazardous and higher rated 
risks. 

In the matter of building policies 
the problem would be easier of solu- 
tion than on stocks of merchandise 
but hardest of all upon household 
furniture policies; however, to aban- 
don the idea embodied in the use of 
the clause—the inducement to carry a 
reasonable percentage of insurance as 
to value—is entirely out of the ques- 
tion and a solution must be looked for 
otherwise. 

In the September number of your 
Journal a contributed article suggests 
the abandonment of the co-insurance 
clause; the writer appears, however, 
to recognize the value of the point 
aimed atin the use of the clause but 
predicts disaster in its use. It will be 
readily admitted that there is danger 
in making the assured an involuntary 
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nsurance company, but some other 
way than the complete abandonment 
of the advantage gained by the use of 
the clause should be found to avoid 
the danger. All rates on all risks 
should be largely influenced by the 
amount of insurance carried as -to 
value, and on buildings it would be 
comparatively easy to establish an 
open schedule rate, subject to certain 
percentage reductions, if 50, 60, 70, 80 
or 90 per cent. insurance as to value 
would be carried. 

A valuation clause should precede 
the so-called co-insurance clause 
which would read something after this 
fashion: ‘‘For the purpose of insur- 
ance rating it is hereby agreed and 
understood that the following clause 
is based upon the value herein shown, 
viz.: Bldg., $——, Machinery, $——’’; 
then follow with the regulation co- 
insurance clause, or better still, the 
rating bureau could have printed 
forms for valuation puposes and when 
the owner of a building wished to take 
advantage of the reduction offered for 
co-insurance he could have an ap- 
praisal by an expert employed by the 
board, and his valuation of the build- 
ing would be sufficiently accurate to 
base the reduction of rate upon; for 
instance, John Doe’s building is 
valued at $250,000, the schedule rate 
is 1 per cent. Conditional upon his 
carrying $225,000 being 90 per vent. 
of the value rate reduced to 80 cents; 
in other words he would be receiving 
the benefit of the 90 per cent. clause 
and the companies the benefit of a 
reasonable amount of insurance with 
none of the attending dangers or evils 
of the co-insurance clause. In consid- 
eration of the reduction in rate he 
could well afford to pay for the survey 
and appraisement. 

Stocks could be handled by naming 
the average amount carried annually. 
A satisfactory arrangement as to 
household furniture appears almost 
hopeless, as to secure any reasonable 
statement of the value of household 
furniture before a fire would involve 
an endless amount of trouble. It is 
almost impossible to secure a reason- 


able statement after a loss; however, 
with a certainty of a reduction in rate 
it might be possible to induce the as- 
sured to make a statement of the 
articles contained in his household 
funiture with estimated value at- 
tached; this would be of inestimable 
value both to the assured and to the 
company in the adjustment of loss as 
articles purchased after the statement 
was filed could be easily valued from 
the invoice. The estimates made by 
the appraiser or the assured neces- 
sarily could not be final, and the ad- 
justment of a loss would be proceded 
with in the usual manner. 

In conclusion it is to be hoped that 
rate making will continue its prog- 
ress toward perfection and certainty 
and that no backward steps will be 
taken. 





THE STRAIGHT-DEALING MAN. 








In the Jong run the one vital factor in the per- 
manent prosperity of the country is the high 
individual character of the average American 
worker, the average American citizen, no matter 
whether his work be mental or manual, whether 
he be farmer or wage-worker, business man or 
professional man. 

In our industrial and social system the interests 
of all men are so closely intertwined that in the 
immense majority of cases a straight-dealing man 
who by his efficiency, by his ingenuity and in- 
dustry, benefits himself must also benefit others. 
Normally the man of great productive capacity 
who becomes rich by guiding the labor of many 
other men does so by enabling them to produce 
more than they could produce without his gui- 
dance; and both he and they share in the benefit, 
which comes also to the public at large. The 
superficial fact that the sharing may be unequal 
must never blind us to the underlying fact that 
there is this sharing, and that the benefit comes 
in some degree to each man concerned.—Theo- 
dore Roosevelt. 


AN INSURANCE TEXT BOOK. 


An interesting volume entitled ‘ Insurance” 
has been issed by the American Academy of 
Political and Social Science. It contains the 
lectures recently delivered at the University of 
Pennsylvania upon life, fire, marine and accident 
insurance, more particularly upon life insurance. 
The subjects are treated by well-known insur- 
ance men and asatext book represents a volume 
of great value to insurance companies and agents. 
It can be purchased by addressing the American 
Academy of Political and Social Science, Phila- 
delphia, Pa. 
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JUSTIFICATION OF THE WESTERN UNION AS A RATE MAKING BODY. 


{Portions of a reply made by President J. W. G. Cofran on behalf of the Western Union to 
questions asked of companies in that organization by the iusurance commissioner of Kentucky. | 


5. Why is it of advantage to companies or 
mavagers to maintain an organization for joint 
ratings and concurrent forms and inspections? 

Without such organization each 
company would be governed by its 
own experiences only in the matter of 
fixing rates, each one would be obliged 
to employ its own corps of experts, 
largely in excess of the number now 
employed for the sole purpose of in- 
specting and rating every risk within 
the territory in which it transacts 
business, thereby enormously increas- 
ing the cost of doing the business, 
while the rates of no two companies 
would be alike and the difficulties 
and perplexities of writing insurance 
would be incalculably enhanced. Con- 
current forms are absolutely neces- 
sary for the protection of the policy- 
holder and the prompt and satisfac- 
tory adjustment of losses. 

It is only proper in this connection 
to consider the advantages of such an 
organization to the assured as well. It 
is manifest that whatever enhances 
the cost of doing the business must 
necessarily enhance the cost of insur- 
ance to the property-owner and, con- 
versely, if the cost of doing the busi- 
ness is materially reduced by organ- 
ized effort, the property-owner is ben- 
efitted by a corresponding reduction 
in rate. It is important to him— 
especially if the value of his prop- 
erty is large—that the rates are both 
uniform and stable, which cannot be if 
companies are not permitted to base 
their rates upon their united experi- 
ence, employing a few competent men 
to apply such schedules based upon 
such average experience, rather than 
an army of men who would otherwise 
be employed to fix rates based upon 
limited individual experience. If is 
also of the greatest importance that 
his policies be concurrrent and the 
forms prepared by competent men 
and thorough underwriters,’ rather 


than by a number of local agents,each 
of whom, while entirely honest and 
wellmeaning, have only a limited ex- 
perience and are not fitted by training 
or education to properly draw import- 
ant contracts involving material inter- 
ests. Unless the companies can co- 
operate in this matter of drafting con- 
current forms, the policyholder is sure 
to have trouble in event of loss be- 
cause of the impossibility of reconcil- 
ing differences between the companies, 
even if he does not find that consider- 
able property values have been omitted 
entirely from the protection of his poli- 
cies on account of imperfect descrip- 
tion or otherwise. For these reasons 
the assured is as much benefitted, rela- 
tively, by ‘‘an organization for joint 
ratings and concurrent forms and in- 
spection’’ as are the companies them- 
selves. 

6. Do tariff organizations to which you be- 
long, for the expressed purpose of ‘** conserving 
sound practices in fire underwriting and the 
making of rates on a scientific basis,” provide 
that the hazards of one state will be required to 
pay a rate approximate with equal hazards in 
other states? 

If I correctly understand this ques- 
tion my reply is, Yes. That is, if 
risks are of an exactly similar kind as 
to character, occupancy, construction, 
exposure, fire protection, water supply 
and other environments, the rates 
would be exactly alike, but with this 
modification, that the basis will nec- 
essarily be affected and modified by 
either state or local conditions with 
respect to loss ratios or expense of 
doing the business. 

7. Does this system of rate making take into 
account local and state conditions? 

Yes, as indicated above. 

8. Does this system of rating affect a decrease 
in rate in a state where the loss record is favor- 
able and an increase where the loss record is bad? 

It does; the purpose being, as nearly 
as possible, to charge each risk only 
an equitable rate, taking into consid- 
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eration all of the facts which serve to 


make such rate much or little. 

9. Isthis a rule of your system or is an in- 
crease or decrease determined upon as a mere 
punishment or reward? 


This system of rating does not deal 
in rewards or punishment. It is ap- 
parent that in a town where there is 
a poor fire department, inefficient 
water supply, frequent and disastrous 
fires, the rates must be higher than 
where the conditions are entirely sat- 
isfactory, and the losses infrequent in 
number and moderate in amount. 
The hazards of the one being much 
greater, must be taken into account 
and charged for. So with a state; if 
its climatic conditions, character of 
its buildings or building materials 
serve to increase the number and de- 
structiveness of its fires, or if its laws 
are such as to encourage fires, to in- 
crease the loss ratio, or to make the 
cost of conducting the business 
greater, all these must be taken into 
account in fixing equitable rates, if 
being apparent that whatever causes 
an increase in the cost of carrying 
any risk or class of risks must neces- 
sarily be taken into account in fixing 
the rate thereon. 

11. If tariff associations effect a large reduc- 
tion in the expense of surveys, inspections and 
rate making, would any considerable saving in 
rate be effected if all companies doing business 
in Kentucky were members of such organiza- 
tions for that purpose? 

Yes, many of the companies which 
are not members of such organiza- 
tions bear no portion of the expense 
of surveys, inspections and rate mak- 
ing, so that the proportionate expense 
incurred by the association companies 
is greater than it would beif all com- 
panies were members. This element 
of cost must enter into the considera- 
tion of rates and whatever the aver- 
age reduction in cost would be by the 
increased membership, such reduction 
would appear in a saving in rate. 

14. Do you think that tariff associations 
should be prohibited by law? (a) If so, why? 
(b) If not, why? 

No. For the reason that in no other 
manner can equitable and just rates 
be made and proper credits given for 


improvement in risks or charges made 
for increase of hazard. Every encour- 
agement is given to each individual 
property-owner to improve his own 
risk so that he can obtain lower rates; 
he is shown just how his building is 
rated and advised as to what he can 
do to make it better and safer. Each 
change for the better thus secured 
serves to minimize the fire hazard of 
surrounding property and so _ the 
whole character of a town is gradually 
improved. In this manner tariff as- 
sociations with their carefully pre- 
pared schedules for rating all classes 
of risks, have done more than all 
other causes combined to improve the 
character of cities and towns, to se- 
cure better buildings, to improve old 
ones, to increase the efficiency of fire 
department, to provide better water 
supply with larger mains, to improve 
streets and alleys, to reduce the pos- 
sibilities of fire, to increase the facili- 
ties for fighting the sume, and to 
minimize the conflagration hazard 
which is present in a greater or less 
degree in every townand city. These 
tariff associations have accomplished 
so much good in this direction, by 
making discriminating charges for de- 
ficiencies and credits for improve- 
ments as to be entitled to the confi- 
dence, respect and encouragement of 
property-owners and the public every- 
where. 

15. Conceding that companies, by joining 
tariff associations and unions, effect large econo- 
mies in the cost of surveys, inspections and the 
ascertainment of scientific rates (made for all 
members at one cost), how do you justify the 
compulsory collection of the ascertained rate by 
all companies in membership alike, when the 
experience of one or more of such companies 
may entitle it to accept with safety a smaller 
rate? 

Fire insurance is unlike any other 
business in the world. The merchant 
when he buys his stock, knows to the 
fraction of a cent what it costs him 
and by an easy calculation of his ex- 
penses can easily tell at what price to 
sell his goods to enable him to realize 
a reasonable profit. A manufacturer 
can as readily determine the actual 
cost of any article he manufactures 
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and the fair selling price of the same. 
The railroad or steamship company 
knows absolutely what it costs for 
transporting merchandise or passen- 
gers by ship or rail; whoever has any- 
thing to sell or to buy is able to fix 
the price of what he sells or buys, 
whether it be merchandise or labor, so 
that he may derive a profit therefrom. 
Not so with the insurer. 

When he issues a policy of insur- 
ance, for which he received a very 
small sum in proportion to the amount 
insured, he does not know whether he 
will realize a very small profit on the 
transaction or sustain a very heavy 
loss. The business is one of averages, 
and it is only because he hopes to col- 
lect many small sums from a large 
number of people that he calculates to 
be able to pay the heavy losses which 
probably will occur. His record of 
past experiences shows him that he 
may anticipate about the same results 
in the future upon like risks under 
similar conditions. He may be willing 
to fix his rates upon his own experi- 
ence or Classification record, but if he 
is wise he will prefer to base them 
upon the aggregate experience of a 
large number of companies for the 
reason that such enlarged experience 
affords a better average and rates 
based thereon will be more nearly 
equitable than those based on any in- 
dividual experience. One company 
may make a profit upon a certain class 
of risks, while another may have lost 
heavily, but the average experience of 
all of the companies will afford the 
best criterion upon which to base an 
equitable rate. Many merchants, man- 
ufactures and business men find it 
necessary to estimate their fixed 
charges from year to year and it is, 
therefore, of great importance that in- 
surance rates be not only equitable, 
but stable as well. If individual rates 
are to take the place of association or 
uniform rates, the fluctuations will be 
great and the business will become 
disturbed and unsettled. If individual 
rates prevail, those companies which 


have little or no experience of their 
own and having the most meagre re- 
sources will offer the lowest rates, be- 
cause they cannot otherwise dispose 
of their policies, and in times of ad- 
versity it will be found that they have 
not received sufficient income to pay 
their losses and confiding policyhold- 
ers may find when a loss occurs that 
such companies are insolvent. The 
paramount question is that of abso- 


_lute security to policyholders and their 


interests are more securely protected 
through this means than they can 
possibly be in any other way. 

16. Ifa state is called upon to pay a higher or 
lower rate, according to its loss records, why 
should not a company charge a higher or lower 
rate according to its individual experience. 

The loss ratio of any state is ascer- 
tained by taking the aggregate ex- 
perience of all of the companies doing 
business therein, and is the average 
loss ratio upon the entire business, 
thus transacted. Insurance being a 
business based upon averages, the 
aggregate experience of all of the 
companies is more certain to be equi- 
table than the experience of any one 
company. Suppose your state should 
decide to engage in the insurance 
business and insure its own citizens, 
instead of permitting it to be done as 
at present, your first duty, as insur- 
ance commissioner, would be to ascer- 
tain, as nearly as possible, the cost of 
insurance upon the various classes of 
risks, and this you would ascertain, 
not by taking the experience of any 
one company, but that of all the com- 
panies formerly conducting business 
in your state. For the same reason 
an individual company should be will- 
ing to accept the average experience, 
rather than its own alone, because 


it is brouder and more nearly cor- 
rect. 


SPRINKLER ORGANIZATION BROADENS. 


The Underwriters’ Bureau of New England 
has abandoned its rule limiting membership 
and admitted three new companies—the Hart- 
ford, New York Underwriters and Royal Ex- 
change. 
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EDITORIAL REFLECTIONS ON THE LIFE INSURANCE SITUATION. 


Effects of the New York 


Life insurance has been thoroughly 
rinsed out or it will be before the in- 
vestigating committee completes its 
labors. The overhauling has been com- 
plete. Almost every possible point of 
criticism has been ventilated, every 
black spot exposed to the glaring light 
of day. The worst is now known and 
it is pretty bad, but not so bad as it 
probably would have been if the line 
of investigation had related distinc- 
tively to politics, finance or commer- 
cial monopolies. In fact, the main 
points of criticism brought out are 
where life insurance touches finance 
and politics. Itis not life insurance as 
a plan or system which has been 
under fire but business ethics as the 
outgrowth of Wall street finance. 
Life insurance, being more closely 
supervised and nearer to the people, 
has merely been the instrument of an 
investigation aimed at a business code 
which applies to all industries. We 
rejoice that life insurance has been 
the vicarious means of arousing public 
conscience, of showing up the harmful 
effects of business tendencies, of re- 
vealing political graft and corruption, 
and more than anything else of show- 
ing the unhappy results which come 
to the individual from placing too. 
great stress upon the value of wealth. 





This investigation has had a reflex 
action upon every one of us. It has 
made us see the wrong things within 
ourselves that before were not clear. 
The best of us are none too good. We 
need to be roused up so that we will 
stand more and more firmly for higher 
business ethics. Some of the keenest 
critics of life insurance need them- 
selves to be reformed, conspicuously 
the daily press, the vehicle of all this 
criticism. The reign of six-inch scare 
heads and double-leaded type should 


Legislative Investigation. 

cease. With the elimination of life in- 
surance graft must also come the wip- 
ing out of dollur-a-line advertisements 
printed in daily papers as reading 
matter. The readers of newspapers, 
as well as the purchasers of life insur- 
ance policies will demand the real, un- 
corrupted article. 





As for the grafting politicians, their 
day has passed. At any rate they 
can live in retirement for years 
to come. We do not see why it 
should any longer be necessary for 
any company to pay blackmail to any 
politician or contribute to campaign 
funds for exemption purposes. Every- 
thing that there is to know about life 
insurance companies that is bad is 
now exposed. There is no longer 
‘*silence’’ to buy; the iniquity has been 
shouted from the house-tops and pub- 
lic opinion certainly should be able to 
take care of adverse legislation. As 
for campaign contributions we hope 
hereafter the people will see that in- 
dividual contributions are large 
enough to relieve campaign managers 
from any obligations to corporations 
of any kind and description. For this 
relief the officers of life insurance 
companies will be grateful indeed to 
this publicinquiry. It will be a long 
time before they are again ‘‘made 
weary’’ by the solicitations of political 
workers. To them it will be but nec- 
essary to mention the single word 
‘‘Hughes.’’ It will be like saying 
“*scut’’ to the cat. 


As for the soliciting life insurance 
agent, his position is to be greatly im- 
proved when the immediately restrict- 
ing effects of this investigation have 
passed. Indeed, for most of the men 
in the field the situation is not so bad 
as it might appear. Vast sums of in- 
surance are being written. Men who 
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probably never thought of life insur- 
ance before are being gathered in by 
the tactful and optimistic agent. Life 
insurance has been well advertised, 
never so well advertised before. Pre- 
vious to this investigation the daily 
press has ignored insurance. Now it 
rolls the enormous figures like a sweet 
morsel beneath its tongue. Night and 
day the business has been advertised 
to every man, woman and child in 
this broad land. Interwoven with the 
stories of graft and high finance and 
yellow dog funds has run the tale of 
benefits conferred, of funds accumu- 
lated and of the absolute solidity and 
soundness of the life insurance con- 
tract, as sound and secure as a govern- 
ment bond, beyond any disaster to its 
face value from any upheaval. 


What of the future? There will be 
changes no doubt, great changes, but 
nothing fundamental. No change in 
the reserve such as the self-interested 
advocates of preliminary term valua- 
tion would have us believe should 
take place. No material reduction in 
the premium rate except through in- 
creased dividends to policyholders. No 
change in those essential conditions of 
the policy which recognize the equities 
of the individual as well as of the 
But tbere will be modifications 
in the methods. Changes in the forms 
of policies sold, readjustment of the 
rates of commission. Changed plans 


mass. 


of appeal for public patronage. Less 
high pressure, less waste. More re- 


gard on the part of the solicitor for 
the needs of the individual applicant 
for insurance; less consideration for 
his own pocket as represented by the 
commission he is toearn. Less rebat- 
ing, for public sentiment will not per- 
mit the discrimination which this sys- 
tem of favoritism involves. Less 
twisting, because there will be more 
co-operation and less competition be- 
tween the companies. All these indi- 
cate the ways in which these changes 
are likely to occur. 


But we do not anticipate a sudden 
sweeping away of the agency system, 
as some outside critics desire, nor do 


we expect that commission rates will 
be immediately cut in two. This will 
not depend so much upon undigested 
public opinion as it will upon certain 
fundamental economic facts which 
govern the rates of commission, just 
as they do the price of wages. Life in- 
surance will not suddenly become a 
quiescent business like that of savings 
banks. Conditions which through half 
a century of struggle and 
have made the soliciting agent neces- 
sary will not in a day or a year be rev- 
olutionized. 


progress 





One thing we may confidently ex- 
pect, however, and that is the organi- 
zition of a horde of new companics 
by self-interested promoters to take 
udvantage of the present public agita- 
tion. Fora time these organizations 
will flourish. They will have plans to 
present fearfully and wonderfully 
made. Back of them there will be no 
doubt the names of well-intentioned 
leading citizens, but after a while, as 
in the case of assessment insurance, 
the failures will begin to come. 

This will be one of the deplorable 
results of the present investigation, 
but it cannot be helped. There is room 
for new life insurance companies, but 
they must be backed by ample funds, 
managed by men of brains and ex- 
perience. Not organized along freak 
lines, but conforming in the main to 
the immutable principles which have 
made life insurance not only the great- 
est modern financial force, but also the 
greatest social economic force of our 
times. 





Finally let us say there will be 
always in life insurance the same op- 
portunity for efficient service—service 
rendered for the sake of that service 
and not for monetary gain. The “‘cap- 
tains of industry’’ who work, not that 
they may benefit themselves but their 
fellow men, will receive and command 
all the material reward necessary for 
their well-being and happiness. 


“PERTINENT QUESTIONS.” 


C. J. Smith.—Do we understand that you are 
resigned or have resigned ? 
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SHOULD PRESIDENT McCALL BE RETAINED BY THE NEW YORK LIFE. 


Will His Resignation Serve Best the Interests of Life Insurance ? 


We find the following in the ‘‘In- 
surance World: 

It now looks as if all three of the giants 
are to have new official heads. Alexander has 
gone, McCurdy has gone,and it now looks as 
if MeCalland Perkins are slated for a similar 
fate. 

We hope this is not true so far as 
Mr. McCall is concerned. We believe 
the welfare of the New York Life In- 
surance Company and of life insur- 
ance asa whole will be served more 
by retaining Mr. McCall in its service 


than by his retirement. We know 
that some of the acts of Mr. McCall 
have occasioned widespread public 


disapproval. Some of those acts the 
editor of this magazine strongly dis- 
approves. 

Nevertheless he holds to the view 
that in spite of it all Mr. McCall is the 
ablest life underwriter in New York 
and one of the ablest in the country. 
Moreover we have faith in the in- 
tegrity of his intentions as a trustee. 
No underwriter in New York has 
more quickly responded to the just 
demands of public opinion or so 
quickly put in force reforms which 
should command the approval of pub- 
lic opinion. 

Public opinion should be used not 
to punish the individual but to accom- 
plish the reform, and those who are 
quick to recognize their own mistakes 
and to putin force conditions which 
will prevent their repetition, should 
be supported and not punished. If 
every man who has made a mistake, 
or who has in some detail discharged 
his obligations in a way which seems 
wrong to others, were to be retired, 
the ranks of life insurance officers 
and employees would be almost wholly 
depleted. 

We venture to say that this investi- 
gation has brought home to every 
man engaged in business, of whatever 
kind, certain wrong things which he 
has neglected and which have been 


allowed to continue not from inten- 
tion but from lack of opportunity to 
change. Shall it be for any of us to 
say that with this aroused conscience 
we are not qualified to effect the nec 
essary changes and that they can be 
brought about only by new men en- 
tirely unfamiliar with the conditions 
and not trained in the business which 
we have built up? 

Public opinion is highly agitated 
and it demands sacrifices. Some have 
already been made. But let us not 
think that because a newspaper in 
New York City publishes daily the 
legend, ‘‘McCall must go,’’ this sac- 
rifice is really necessary to make life 
insurance better. Nor, because the 
insurance department of a western 
state demands Mr. McCall’s resigna- 
tion, should we allow ourselves to be 
stampeded into the belief that this 
must necessarily occur in order to ap- 
pease popular opinion. 

Upon his record as an underwriter 
there is nothing for which Mr. Mc- 
Call has been criticized. The charge 
against him is contributions to the 
national Campaign fund and payment 
of sums unaccounted for to defeat 
adverse state legislation. Neither of 
these acts was wise; the latter, in 
our opinion, was wrong. Adverse leg- 
islation should have been defeated by 
an appeal to policyholders and not by 
purchasing immunity from ‘‘striking’”’ 
legislators. 

But no one of us can say that he 
would have acted differently when 
confronted by the same conditions. 
We should not misinterpret motives, 
but let the man who does the act 
speak for himself. Mr. McCall says 
that he intended to protect the pclicy- 
holders of his company from an im- 
pending danger. It is more than 
probable his motive was precisely 
that and nothing more. 

Here is what President Roosevelt 
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in his message to Congress says re- 
garding campaign contributions: ‘‘It 
is entirely proper both to give and re- 
ceive them unless there is an improper 
motive connected with either gift or 
reception.’’ He says also ‘‘Contribu- 
tions by corporations to any political 
committee or for any political pur- 
pose should be forbidden by law.’’ 
But Mr. McCall was ahead of the Pres- 
ident on this recommendation. Shall 
he be condemned because he was 
quicker than our chief magistrate to 
see and suggest the necessary reform? 

The people of this country are as 
much to blame for the conditions 


which led Mr. McCall to think it nec- 
essary to make political contributions 
as are the officers of life insurance 
companies, and each one who has it 
in his heart to criticize is one of those 
who must share this responsibility. 
Why not then stand with Mr. McCall 
rather than against him in the correc- 
tion of these conditions? 

We should regret exceedingly to see 
the retirement of Mr. McCall. We 
hope that he will be retained for the 
good we believe he can do life insur- 
ance and that he will not be vicari- 
ously sacrificed to satisfy the clamor 
of the press. 








PRESIDENT ROOSEVELT TO CONGRESS ON NATIONAL CONTROL. 





The great insurance companies af- 
ford striking examples of corporations 
whose business has extended so far 
beyond the jurisdiction of the states 
which created them as to preclude 
strict enforcement of supervision and 
regulation by the parent states. In 
my last annual message I recom- 
mended ‘‘that the Congress carefully 
consider whether the power of the bu- 
reau of corporations cannot constitu- 
tionally be extended to cover inter- 
state transactions in insurance.”’ Re- 
cent events have emphasized the im- 
portance of an early and exhaustive 
consideration of this question, to see 
whether it is not possible to furnish 
better safeguards than the several 
states have been able to furnish 
against corruption of the flagrant 
kind which has been exposed. 

It has been only too clearly shown 
that certain of the men at the head of 
these large corporations take but 
small note of the ethical distinction 
between honesty and dishonesty ; they 
draw the line only this side of what 
may be called law-honesty, the kind 
of honesty necessary in order to avoid 
falling into the clutches of the law. 
Of course the only complete remedy 
for this condition must be found in an 


aroused public conscience, a higher 
sense of ethical conduct in the com- 
munity at large, and especially among 


- business men and in the great profes- 


sion of the law, and in the growth of a 
spirit which condemns all dishonesty, 
whether in rich man or in poor man, 
whether it takes the shape of bribery 
or of blackmail. But much can be 
done by legislation which is not only 
drastic but practical. 

There is need of a far stricter and 
more uniform regulation of the vast 
insurance interests of this country. 
The United States should in this re- 
spect follow the policy of other na- 
tions by providing adequate national 
supervision of commercial interests 
which are clearly national in charac- 
ter. My predecessors have repeatedly 
recognized that the foreign business 
of these companies is an important 
part of our foreign commercial rela- 
tions. During the administrations of 
Presidents Cleveland, Harrison and 
McKinley the state department exer- 
cised its influence, through diplomatic 
channels, to prevent unjust discrimi- 
nation by foreign countries against 
American insurance companies. These 
negotiations illustrated the propriety 
of the Congress recognizing the na- 
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tional character of insurance, for in 
the absence of federal legislation the 
state department could only give ex- 
pression to the wishes of the authori- 
ties of the several states, whose policy 
was ineffective through want of uni- 
formity. 

I repeat my previous recommenda- 
tion that the Congress should also 
consider whether the federal govern- 
ment has any power or owes any duty 
with respect to domestic transactions 
in insurance of an interestate charac- 
ter. That state supervision has proved 
inadequate is generally conceded. The 
burden upon insurance companies, 
and therefore their policyholders, of 
conflicting regulations of many states, 
is unquestioned, while but little effec- 
tive check is imposed upon any able 
and unscrupulous man who desires to 
exploit the company in his own inter- 
est at the expense of the policyholders 
and of the public. The inability of a 
state to regulate effectively insurance 
corporations created under the laws 
of other states and transacting the 
larger part of their business elsewhere 
is also clear. Asa remedy for this 
evil of conflicting, ineffective and yet 
burdensome regulations there has 
been for many years a widespread de- 
mand for federal supervision. The 
Congress has already recognized that 
interstate insurance may be a proper 
subject for federal legislation, for in 
creating the bureau of corporations it 
authorized it to publish and supply 
useful information concerning inter- 
state corporations, ‘including corpora- 
tions engaged in insurance.’’ It is ob- 
vious that if the compilation of statis- 
tics be the limit of the federal power, 
it is wholly ineffective to regulate this 
form of commercial intercourse be- 
tween the states, and as the insurance 
business has outgrown in magnitude 
the possibility of adequate state super- 
vision, the Congress should carefully 
consider whether further legislation 
can be had. What is said above ap- 
plies with equal force to fraternal and 
benevolent organizations which con- 
tract for life insurance. 


WHAT IS DISCRIMINATION? 


The object of anti-rebate laws is to prevent 
discrimination between policyholders in the same 
company on the same kinds of policy for any 
reason whatever. Therefore, as it seems to us, 
the payment of a commission by any life insur- 
ance company to the officer or agent of another 
company, who does not hold an agent’s license 
from said company, is discrimination within the 
meaning of the law. 

Recognition of this faet should weigh against 
all considerations of courtesy between those 
engaged in the same business, and lead to a dis- 
continuance of the practice of paying commis- 
siors to all except agents entitled to receive such 
a commission under their contracts—and even 
in the latter case, there is a question if it would 
not be better to pay the full premiums to the 
company. 

Would it not be better for business ethics as a 
whole if discounts of courtesy exchanged be- 
tween those engaged in the same business were 
given up, each man paying precisely the same as 
all others for the value which he receives, and 
each receiving from all customers alike the same 
price? 

To do so would cut off many reciprocal courte- 
sies it is a pleasure toexchange. It would touch 
the writer of this article in many ways—in 
giving and receiving—but if the proposition is 
sound, why not say so and stand on it, 


ACCIDENT INSURANCE FOR WOMEN. 


Having proved that accident insurance for a 
monthly premium meets a ready sale, an experi- 
ment of insuring housewives and other women 
who are not engaged as wage workers is being 
made by the Massachusetts Mutual Accident 
Association. This little company confines itself 
almost entirely to New England. It was organ- 
ized twenty-two years ago under the assessment 
law of Massachusetts, and was not disturbed 
when this law was repealed in entirety as to life 
companies. The company is run by the Me- 
Neills, father and son, who are well known to 
the accident underwriters of the country through 
the medium of the International Association of 
Accident Underwriters, of which George E. 
MeNeill is an ex-president and G. Leonard Me- 
Neill is secretary. 


The fact that this little company has been suc- 
cessfully piloted through the difficulties which 
proved too great for other associations organized 
under the same law, is tribute enough to the 
skill of its managers. Its insusance has largely 
been for the benefit of the great middle class 
whose custom was not so persistently sought by 
the larger companies. For this reason this new 
policy for women, hitherto excluded because of 
the apparent difficulty of putting a money value 
on their time, opens up a new field without ex- 
tending the geographical limits of the territory 
now being worked. 


THE MEN WHO DO THINGS. 


Those who hear the inaudible, who see the 
invisible, who think the unthinkable are the 
men who do the impossible.—J. C. C. Black, 
Augusta, Ga. 
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NEEDED REFORM IN INSURANCE JOURNAL ADVERTISING. 


The. methods pursued by the Mutual 
Life in the distribution of its advertis- 
ing patronage to insurance journals is 
decidedly demoralizing and corrupt- 
ing. At the life insurance hearing it 
was testified that in 1904 the company 
paid $30,000 for advertising in sixty- 
three insurance journals, the witness 
stating that it was the policy of the 
company to patronize them all. 

Insurance journalists have long re- 
garded the Mutual Life as one of the 
most indiscriminating advertisers 
with which they have had to deal. 
Such a policy is clearly injurious to 
the best interesis of the journals. We 
have no doubt that if the details con- 
cerning the dispensation of this adver- 
tising patronage could be exhibited, it 
would be found that it was given quite 
largely to journals which have but 
small circulation. To these, this sub- 
sidy frem the Mutual Life must have 
represented such a large proportion of 
gross income as to virtually and actu- 
ully incapacitate them from unbiased 
upon the Mutual’s affairs. 

The whole attitude of the Mutual 
Life toward insurance journals has 
been wrong and the change inaugu- 
rated as the outcome of the investiga- 
tion to soon. To the ex- 
tent that other companies pursue sim- 
ilar methods they are justly subject 
to criticism. In this connection we 
are very glad to quote with approval 
what the ‘‘Spectator,’’ in a recent is- 
sue, says of the pernicious influence of 
‘‘write-ups”’ 

In the course of the testimony before the legis- 
lative investigating committee, it was shown 


that it isa common practice with many of the 
leading daily newspapers of the country to sell 


comment 


comes none 


their reading space at a stipulated price per line., 


Special despatches and ‘‘ write-ups” of all kinds 
and degrees are palmed off upon their readers as 
news, when in fact they are paid for at so much 
a line, and should be classed under the head of 
advertisements. This is a deliberate fraud, a 
species of special *‘ graft,” of which those jour- 
nals are guilty, and should bring upon them the 
contempt and condemnation of their readers. 


We heartily endorse these senti- 


ments. If there are degrees of com- 
parison to ‘‘graft,’’ as the ‘‘Spectator”’ 
suggests when denominating ‘‘write- 
up’’ in the dailies as special ‘‘graft,’’ 
then surely if insurance journals 
should so far forget their high calling 
as to themselves submit to the ‘‘write- 
up”’ habit, the ‘‘graft’’ then can be 
nothing less than superlative. 


CAMPAIGN CONTRIBUTIONS. 

The Washington Post of last Sunday printed, 
under a New York date, what is declared to be 
an authoritative statement of the campaign fund 
raised by the Republican national committee 
during the last presidential canvass and _ the 
manner of its distribution. The statement says 
an approximate aggregate of $1,900,000 was 
raised and expended as follows: Remittances to 
state committees, $700,000; for literature, $550,- 
000; maintaining speakers’ bureau, $175,000; for 
lithographs, advertising, etc., $150,000; salaries 
and expenses at headquarters, $150,000; miscel- 
laneous expenditures, $50,000; balance on band, 
$100,000. The figures for the McKinley cam- 
paign of 1900 are given as $2,800,000, and that of 
1896 as $8,800,000. The sum expended by the 
Democratic national committee for the election 
of Mr. Cleveland in 1892 is placed at $4,100,000. 
The article says about 10,000 individuals con- 
tributed to the last Republican campaign, of 
which 40 per cent. disclosed their identity and 
60 per cent. were unknown. The largest indivi- 
dual contribution was $75,000 or $100,000, the 
funds being turned in by a member working on 
one of Treasurer Bliss’ committees, who did not 
know who furnished the money.—Weekly Un- 
derwriter. 

The editor of Economics was one of the 10,- 
000 and is willing to publicly share the contumely 
of this association, whether it be with indivi- 
duals or corporations. The number of contribu- 
tions should have been at least 100,000, or better 
still, 200,000. Ten dollars each from this num- 
ber of men in moderate circumstances would 
have furnished the $2,000,000 necessary to con- 
duct the campaign. Had more of the critics of 
corporations contributed, it might not have been 
necessary for corporations to contribute. 

We do not believe that corporations contribute © 
to campaign funds because they want to. But 
somebody has to, and if it is neglected by the 
individual sma!) contributor, then of course the 
big corporations will do it. A bill to forbid cor- 
porate contributions to campaign funds will be, 
or should be, welcomed with shouts of acclaim 
by every corporation, for it would compel the 
individual party voter to do his duty in provid- 
ing educational funds. That is where the re- 
sponsibility should rest. 
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LAXITY IN THE SUPERVISION OF INSURANCE DEPARTMENTS. 


By SAMUEL Davis, ASSOCIATE EDITOR OF 


It is quite apparent from the hap- 
penings of the year drawing to a close 
that much is still to be desired -in the 
design and practical use of the annual 
statements furnished to the state de- 
partments. Manipulation of the items 
which go to make up these statements 
seem to have beeen fairly common. 
The precarious condition of the Wash- 
ington Life, as an instance, early in 
the year was not disclosed by the 
makeup of its annual statement, or 
rather the method of handling the 
statement when it reached the insur- 
ance departments was defective in 
some vital particular. Otherwise what 
uppeared to unmistakable 
signs of abnormality would have at- 
tracted the attention and analysis 
which is commonly supposed to attach 
to the business of auditing. 

It matters not what particular va- 
riety of red tape induced the somno- 
or indifference of the depart- 
ments to the of this state- 
ment, whether interstate comity, fear 
of reprisals or what not, the resulting 
inaction looks very much like a defect 
to the outsider, a defect which there 
is urgent need to correct. Concerning 
supervisory departments whose equip- 
ment is of the first class, it is not at 
all likely that the fault is with either 
the machinery of the department or 


some as 


lence 
falsities 


the skill of those in charge. While 
the New York department when 


judged on the ground of its achieve- 
ments is beneath contempt, such a fall 
from public respect and confidence 
was occasioned wholly by its prostitu- 
tion to the needs of creating ambitious 
men who constituted a wicked alliance 
of politics and conscienceless business. 

If it be said that this is strong lan- 
guage, it may in reply be averred 
that any combination of words is in- 
udequate to fittingly characterize the 
series of revelations which have in 
cumulative fashion shown the utter 
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inaptitude of the New York depart- 
ment. By the simple act of disclosure 
alone, these facts have been powerful 
enough to drive men into banishment, 
to reduce confirmed invalidism 
a respected company president, to 
change the administration of com- 
panies whose executives were sup- 
posed to be intrenched beyond the 
hope of dislodgment, to cause com- 
panies to hastily change to annual dis- 
tribution of dividends, and to precipi- 
tate the most violent upheaval of a 
generation. 

For what purpose do insurance de- 
partments exist? For the very pur- 
pose, indeed, of preventing just the 
things which have taken place, by 
giving timely publicity to improper 
transactions in their inception. Cer- 
tain departments have done the exact 
opposite of this; they have either de- 


to 


liberately suppressed damaging infor 
mation, or connived at 1 company’s 
evasion by means of a sutement false 
upon the face of it. 
department controlled absolutely by 
politics and business greed, having 
jurisdiction over a number of import 
ant companies, tic the hands of honest 
commissioners of other states by the 
theory of interstate comity judiciously 
mixed with suggestions of reprisals, 
and a condition of all-round inaction 
is arrived at, which is well contrived 
to foster the growth of all that is bad. 

The writer well remembers the 
almost open threats which were made 
to a committee of the Massachusetts 
legislature by Attorney-General Mc- 
Carter of New Jersey when matters 
inimical to the Prudential were under 
consideration. 

Nevertheless, the insurance 
missioner succeeded in having the 
company reduce its deposits in the Fi- 
delity Trust Company. And for this 
single instance of attempted pressure 
known to the writer there are prob- 


Given, then, a 


com.- 
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ably hundreds of which he never 
heard. This failure to secure publicity 
for all the inner transactions of the 
companies, the lack of which has per- 
mitted the growth of existing evils, is 
directly chargeable to vicious control 
in some states exercised by politicians 
over the departments of law and in- 
surance. 

They have many times prevented 
the work of capable subordinates from 
ever seeing light. It is probably true 
that correct reports of examinations 
have been suppressed or altered by 
the head of a department under com- 
plusion of a political ‘‘boss,’’ who 
had been ‘‘seen,’’ as the phrase is, by 
an official of the company under con- 
demnation. The Guarantors’ Liabil- 
ity Indemnity Company of odorous 
memory and the yet unburied Mutual 
Reserve are cases in point where 
these things were done. 

The effective remedies for all this, 
publicity and exposure, are now being 
applied, to the obvious discomfort of 
the patient. There is need for con- 
structive criticism and comment at 
this juncture. We believe that the 
principle of interstate comity has re- 
ceived a shock from which it will not 
quickly recover, and no commissioner 
need now accept the certificate by a 
company’s home department as con- 
clusive evidence of its standing, unless 
it is backed up by other evidence 
more convincing. 

A few prosecutions for perjury 
would aid in securing a more scrupu- 
lous fidelity to truth in making up 
the annual statements. Furthermore, 
if the departments were equipped 
with the office of traveling auditor, 
the disposition to force balances, 
when apparent, might be largely over- 
come. Such an official with his assist- 
ants, could be constantly on the road, 
employed in checking up the items in 
the statements from the company’s 
books and records. A publication in 
the succeeding issue of the depart- 
ment’s report of any discrepancies 


thus found would surely tend to 
greater accuracy and also prevent de- 
liberate and intentional fraud. 

If the requirements of the uniform 
blank as now formulated are not suf- 
ficiently searching to disclose the 
actual condition of the company re- 
porting through it, they should be 
made so. Having perfected a blank 
which will give absolute publicity for 
the business, the departments should 
be held to strict accountability for 
maintaining its accuracy and truth. 





OPPOSITION TO NATIONAL SUPERVISION 


{From the Insurance Field. ] 

This innuendo that the demand for federal 
supervision is intended to further the selfish 
interests of the insurance companies is also dis- 
proven by the organization said to have been 
effected by the smaller life insurance companies, 
intended to prevent the passage of the Dryden 
bill and opposed to federal supervision in any 
form. 

The following is quoted from the Western 
Underwriter of Oct. 12: 

‘Tt is understood that a conference will be 
held in Chicago in a few days among some of the 
western companies looking toward the formation 
of a working agreement to protect themselves 
against any attempt to overthrow perliminary 
term valuation, and will also oppose federal 
supervision. These companies will be able 
to exert much influence on the senators and 
congressmen from their home states. They are 
scattered over a large territory and being dom- 
iciled in so many states they no doubt will be 
able to reach in a very forceful way the national 
lawmakers.” 

This is a threat of a combination as corrupt as 
the debauchery of the New York State legisla- 
ture. If the statement above quoted be true, 
the companies engaged in it are just as certainly 
misusing the moneys of their policyholders 
as though the money were used to buy legis- 
lators to prevent the passage of any other 
measure deemed hostile to the insurance busi- 
ness. 

There may be patriotic opposition to federal 
supervision, for those who oppose it upon the 
ground that the rights of the states are greater 
than those of their citizens can not be criticized 
as unpatriotic; but opposition by those who 
would profit by the perpetuation of a system in 
which such unparalleled incompetence and un- 
stinted corruption have flourished can hardiy 
expect to make a successful appeal to the Ameri- 
can conscience. 

RALPH W. BRECKENRIDGE. 

Omaha, Neb. Nov. 10. 
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TESTIMONY OF ACTUARY McCLINTOCK MISQUOTED BY THE PRESS. 


Eminent Underwriter Sets Forth His Position on Valuation. 


Editor of Insurance Economics: 

Your article on page 217 headed 
‘‘Actuary McClintock’s Remarkable 
Testimony,’’ begins with and is based 
upon supposed quotations from my 
testimony before the Armstrong com- 
mittee on Nov. 8. Wherever you may 
have got the supposed testimony which 
you criticise, you have been imposed 
upon, for it is entirely unrecognizable 
by me. 

The first answer ascribed by you to 
me is to Mr. Hughes’ question, the 
official report of which is as follows: 

“T want to know if there is any 
scientific criterion of the amount 
which should be paid out for expen- 
ses?”’ 

The answer you put in my mouth 
is: ‘‘I think there is none. The crit- 
erion consists largely of practice and 
observation of other questions.’’ The 
official report of my answer is: ‘“The 
criterion, as I judge it, is one of prac- 
tice, in comparison with other com- 
panies; and, asI said at first, it ap- 
pears to me desirable for the com- 
pany to make dividends which will 
compare favorably with most com- 
panies if not with all, and whatever is 
available, after that is accomplished, 
can profitably be spent for new busi- 
ness.”’ 

The other question which you as- 
cribe to Mr. Hughes is: ‘‘Is there 
any way in which the Mutual could 
increase its new business if its expenses 
were kept within the loadings on all 
premiums?’ He asked no such ques- 
tion. Putting this and the supposed 
answer together, it would seem that 
the garbler whom you copy had refer- 
ence to a question which I shall quote 
from the official record. 

Immediately before putting that 
question, Mr. Hughes had asked me 
about the old Equitable in London, 
and I had answered as follows: ‘‘That 


company issues two or three hundred 
policies a year. For such a company 
to begin to doa new business would 
immediately reduce the dividends to 
the old policyholders.’’ He then asked 
me another question about the old 
Equitable, reported officially as fol- 
lows: ‘‘Would there be any way by 
which the company could increase its 
business without reducing the returns 
to old policyholders?’’ The official 
report of my answer is this: ‘‘If it 
adopted a different system of valua- 
tion, yes.”’ 

This is substantially the answer 
which you ascribe to meas having 
been given to a totally different ques- 
tion relating to the Mutual Life. You 
will agree with me in my statement 
that the old Equitable of London, 
which spends nothing for new busi- 
ness, is economically managed, and 
divides all profits to the insured, could 
not increase its business notably 
without reducing those profits, for the 
time being, unless it adopted a differ- 
ent system of valuation. 

Mr. Hughes went onas follows: 
‘“What would be the different system 
of valuation which would permit that 
result?’’ My reply was: ‘‘WhatIspoke 
of the other day, Dr. Sprague’s sys- 
tem, would permit it; Mr. Dawson’s 
system would permit it.”’ 

In this, there was no reference on 
either side to the Mutual Life. No one 
connected with the company has the 
slightest idea of a change in its 
method of valuation. 

Emory McClintock. 





COMMENT BY THE EDITOR. 

We print with pleasure Mr. McClin- 
tock’s communication, first, because 
it repudiates the idea that he ad- 
vocates any different form of valu- 
ation for the Mutual Life than that 
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which now prevails, and second, be- 
cause it gives the editor of this maga- 
zine an opportunity to acknowledge 
his error in permitting himself to be 
misled by the printed report of the 
hearing, even though it appeared in 
one of the most reliable daily New 
York papers and was, as he supposed, 
a stenographic transcript. 

We were further misled by the com- 
ment made by Mr. Dawson, the con- 
sulting actuary for the investigating 
committee, in an article written and 
published by him as editor of the 
‘*Chronicle.”’ 

Our whole object in advertising 
this matter is to prevent the spread of 
the idea that any remedy for existing 
conditions in life insurance can be se- 
cured through the breaking down of 
the reserve requirements which are 
the sole protection of the policyholder. 
Knowing Mr. Dawson’s own opinions 
and knowing how anxious and deter- 
mined he is to put eminent actuaries 
on record upon his side of the case 
(which he might endeavor to do by 
instigating adroit questioning on the 
part of Mr. Hughes) our earnestness 
in bringing out and opposing this 
point is readily explained. 

There must be improvement in the 
cost of doing life insurance, but not 
at the expense of breaking down 
security. Reserve is a mortality fund. 
It has nothing to do with expenses, 
and expense reform should be insti- 
tuted, if at all, without touching a 
penny of the reserve. 

If public opinion is so wrought up 
over the use of sarplus for campaign 
contributions and legislative purposes, 
what would be its state of mind if it 
were known that reserves were being 
used to pay agents’ commissions, sal- 
aries, office rent, etc. ? 





DON’T CAST STONES. 


Newspaper publishers should not be too loud 
in their denunciation of corrupt insurance com- 
panies, while they themselves are cheating the 
public by foisting upon it as news advertising 
matter paid for by the corrupt money of the 
companies.—I.exington Independent. 


PRELIMINARY TERM AT WASHINGTON, 


Commissioner Thomas E. Drake Against the 
Practice. 


On Jan. 1, 1902, when this department was 
established, there were doing business in the 
district thirty-two old-line legal reserve life in- 
surance companies, twenty of which carried the 
full reserve on their policies from their issuance, 
and there were twelve that appropriated all of 
the first year’s reserve. The last paragraph of 
Section 646 of the Code says: “‘ Said superinten- 
dent shall have power to make such rules and 
regulations, subject to the general supervision of 
the commissioners, not inconsistent with law, as 
to make the conduct of each company in the 
same line of insurance conform in doing busi- 
ness in the district.” And Section 648 
** .eeall life and fire insurance companies or 
associations licensed to do business in said dis- 
trict shall be required to maintain a reinsurance 
reserve fund,” etc., etc. 

Putting these two requirements together means 
according to the interpretation placed upon them 
by the superintendent, and the corporation 
counsel who rendered an opinion thereon, which 
was approved by your honorable board, that 
the superintendent could not permit any dis- 
crimination as to the method of ‘old line” 
companies’ calculating the reserve liabilities on 
their policies ; therefore—and because there was 
no standard of reserve valuation established 
under the Code—rule No.2 of this department was 
formulated and adopted, immediately after which 
four of the companies that practiced the plan of 
appropriating the first year’s reserve, withdrew 
from the district, and one district company that 
had put up the full reserve, in order to escape 
qualifying here again under the same conditions, 
reincorporated under the laws of another state 
and the succeeding new company reinsured the 
business of the old company. Of the remaining 
eleven “ preliminary-term ” companies, referred 
to, three of the four that withdrew have since 
also reinsured their business, and the other 
seven companies that yielded to the ruting— 
some of them only, bowever, after the most 
determined remonstrance — transferred from 
their contingent resources (surplus) to their 
reserve funds, as of the time their initial licenses 


were issued, over and above what their home 
insurance departments required of them, an 
additional sum, for the protection of all their 
policyholders, amounting to $2,033,440.00. 

The foresight and wisdom of Congress in 


Says: 


‘enacting a law requiring life insurance companies 


that are authorized to do business in the District 
of Columbia to * maintain a reinsurance reserve 
fund”; also authorizing the superintendent 
‘...-t0 make such rules and regulations.... 
not inconsistent with law, as to make the con- 
duct of each company in the same line of insur- 
ance conform in doing business in the district’ 
is clearly manifested in the examples cited, and 
the enforcement of rule No. 2 has already proven 
to be beneficial to policyholders in the way of 
safeguarding their interests. 





JOHN A. McCALL. 


THE LAST, AND ABLEST, OF THE BIG THREE PRESIDENTS TO SUCCUMB TO ADVERSE POPULAR OPINION 
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WESTERN LIFE COMPANIES AGAINST NATIONAL SUPERVISION. 


Much significance may be attached 
to the recent meeting of representa- 
tives of western life companies held 
in Chicago. The attendance was not 
large and the companies represented 
were without exception fledglings of 
recent growth. Nevertheless the 
gathering marks the -beginning of a 
feeling of unity among those engaged 
in the life business and is bound to be 
followed by other meetings. The 
present membership of the Interna- 
tional Association of Accident Under- 
writers includes all but one or two of 
the stock companies as well as the 
surviving associations which operate 
under the assessment plan. Yet this 
association was planned and carried 
on for years by the assessment com- 
panies only, and the first invitations 
to join in the deliberations were 
laughed at by the stock companies. 

No greater stretch of the imagina- 
tion is necessary to forsee the day 
when the representatives of all reput- 
able life companies shall gather in 
convention for the discussion of mat- 
ters of common advantage. The Na- 
tional Association of Life Underwrit- 
ers, While ambitious and comprehen- 
sive in its title will not answer for the 
purpose. For obvious reasons in its 
meetings, its members must avoid 
matters of vitalimportance. The com- 
pany executives are the men who 
should rub elbows with each other on 
occasion. Helpful co-operation must 
succeed the destructive competition 
of the period now closing, and a 
national gathering would greatly 
hasten this desirable end. 

Men would hesitate to countenance 
a mean or underhand act towards 
those whose personal acquaintance 
they had and esteemed. This is 
proved conversely by the fact that 
the most persistent ‘‘ twisters ’’ in the 
town where the writer abides, have 
no affiliation with their neighbors, 
the general agents of the place, in the 
life underwriters’ meetings. 


Aside from the interest in this Chi- 
cago meeting as the probable precur- 
sor of other and more important 
gatherings, the way in which the 
representatives got at the question of 
federal supervision is quite instruc- 
tive. The motive back of the position 
may have been due in measure to the 
fear that, under federal supervision, 
the use of ‘‘ preliminary term ’’ would 
be prohibited. But it is interesting to 
note that the arguments advanced for 
the continuance of the present system 
of state supervision are very strong, 
and in the opinion of the writer, likely 
to prevail. 

It is idle to further discuss the legal 
aspects of the case. One party thinks 
Paul vs. Virginia would be sustained, 
while the other contends very vigor- 
ously that it would not, and cites the 
lottery case in answer to the long line 
of decisions the other way. No agree- 
ment can be reached on this point 
short of a new decision by the su- 
preme court. The other arguments 
are debatable. The compact state- 
ment of the arguments for a continu- 
ance of the present system is most 
gratifying, as it contains all that has 
been said heretofore at far greater 
length besides adding some new ma- 
terial. The objections here made to 
federal supervision ignoring its al- 
leged unconstitutionality are: 

1. Confusion arising from conflict of laws. 

2. The greater opportunity for venality in a 
single department than in fifty departments lo- 
cated in places widely differing as to customs 
and methods. 

3. The greater ease with which a single de- 
partment could be controlled politically. 

4. It is undesirable that a single individual 
should have the power to formulate or interpret 
rules and regulations for a system of business 
transactions which differ widely according to the 
place and law of their incorporation. 


It seems that most of the objections 
to federal supervision can be grouped 
under the above heads. The writer 
thinks that some of them, for the 
present generation at least are insup- 
erable. 
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It is curious to note in this connec- 
tion that the only other place where a 
statement of a group of companies 
was issued covering a position on the 
question was in Hartford, and that 
the insurance men of the oldest insur- 


ance localty in this country range 
themselves on the same side of the 
controversy with their younger breth 
ren of the West, and both the old and 
new unite in opposing a change to 
federal supervision at the present time. 








ACTUARY DAWSON AGAINST RESERVES FOR EXPENSES. 








In a recent number of ‘‘The Chron- 
icle’’ of New York, Actuary Miles M. 
Dawson, in a signed article replying 
to an article in the November Journal 
of Insurance Economics, comes out 
squarely and says that he believes 
that ‘‘any attempt to take reserves 
for expense purposes is dangerous to 
the integrity and welfare of life insur- 
ance.’’ He also sets forth the proposi- 
tion that if life insurance reserves are 
to be modified it must be on account 
of mortality experience and not for 
the purpose of making use of these 
reserves for expense purposes. 

After seven years of discussion and 
controversy, Mr. Dawson occupies the 
position taken by the editor of this 
magazine in his first article upon the 
question of preliminary term valua- 
tion, which appeared in the June, 1899, 
number of the Journal of Insurance 
Economics. We said: 

The net premium is a mortality fund, part of it 
paid out at once in death claims, part of it held 
to satisfy the death claims of the future. The 
net premium is distributed, or leveled, by 
mathematical calculation, equally throughout 
each year the policy has to run. 

Upon what ground can we reasonably ask 
for a change in the net premium? Manifestly 
upon an increase or decrease in current mortality 
or in interest earnings upon the reserve or sink- 
ing fund. The net premium is computed in acm 
cordance with these two elements; any economic 
variation in the net premium must therefore 
be guided entirely by changes in these elements. 


The attack on the present reserve 
System grew out of a desire to use 
reserves for expenses, but if Mr. Daw- 
son agrees with us that the reserve is 
a mortality fund, to be modified only 
on the basis of more favorable mor- 
tality or interest earnings, and that 
the reserves have nothing to do with 
expenses, then he occupies precisely 
the same ground taken by the Jour- 
nal of Insurance Economics at the 
very inception of the controversy. 
Therefore there can be no difference 
of opinion between this magazine and 
Mr. Dawson in relation to preliminary 
term valuation. 

As to the method suggested by Mr. 
Dawson for modifying the reserve 
system on account of a mortality ex- 
perience more favorable than the 
tables, that is another question sub 
ject to debate from various points 
of view. It is true that on the 
average the mortality experience of 
the companies during the first five 
years is more favorable than the 
tables, but this is not always the 
case. 

Another question which will arise 
is, Why should the mortality savings 
of the first five years be taken out of 
the reserve for the first year’? Why 
not distribute it equally throughout 
the five years? 
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PRESIDENT MORTON ON THE EQUITABLE’S HOUSE-CLEANING. 


The new president of the Equitable 
Life, Paul Morton, has issued an ad- 
dress to policyholders reporting to 
them what has been done in the line 
of reform and improvement since he 
took the office. He states in the first 
place that the accounts of the com- 
pany have been thoroughly examined 
by independent expert accountants 
and the assets valued at $416,166,500, 
of which $67,142,865 is surplus above 
all liabilities. This includes, of course, 
deferred dividend surplus as well as 
general surplus. Both assets and sur- 
plus have been reduced by- new valu- 
ation, the reductions occurring merely 
on real estate owned by the society or 
covered by mortgage, and in the 
stocks owned of some of the financial 
institutions in which the company has 
been interested. 

Mr. Morton reports that economies 
resulting in a saving of over $600,000 
per annum have already been inaugu- 
rated. This, he points out, is four 
per cent. interest on $15,000,000 and 
more than covers the marking down 
of assets. 

Approximately one million dollars 
has been secured to the society 
through the disavowing of certain 
liabilities and the restitution of other 
sums illegally diverted. Advances to 
agents, amounting to $5,813,184 have 
been transferred from banks to the 
company’s own accounts, thus increas- 
ing the society’s interest income 
nearly $150,000 per annum. 

President Morton says that the soci- 
ety hereafter will discontinue political 
contributions and rely entirely upon 
its policyholders to protect the com- 
pany against unreasonable legislation. 
An effort will be made to confine the 
investment of reserves to ‘real es- 
tate mortgages or the securities of 
railroads or other well established 
corporations, serving those sections 
of the country which produce the 
premiums.”’ 


President Morton promises no re- 
duction in the gross premium to be 
collected, but states that he is satis- 
fied that economy of management will 
greatly increase the value of Equitable 
policies by producing greater, divi- 
dends for those who hold them. In 
other words, that the company will be 
in a position to give its policyholders, 
through returned premiums, the 
‘lowest cost consistent with safety.’’ 
Mr. Morton states that the extraordi- 
nary expense to the company incident 
upon the present investgation is amply 
offset by the reforms which have 
been brought about. Moreover he 
says that the public agitation in re- 
gard to the whole question has only 
served to attract attention to the im- 
pregnable financial strength of life 
insurance companies more effectually 
than could have been done by any 
other means. The utility of life in- 
surance, he says, has been more fully 
demonstrated than ever before. 

In Mr. Morton’s closing promise we 
find the utmost satisfaction, for he 
says there will be no effort by the new 
administration to have the biggest 
company inthe world. The effort will 
be to make it the best and safest. 
Conservative lines will be followed. 
It will be the policy not to solicit or 
secure new business at the expense of 
the present policyholders, and in case 
it is determined that business in any 
section of the world is unprofitable 
that field will be abandoned. 





NATIONAL INCORPORATION FOR DR. FRICKE. 


We are not aware that Dr. Fricke desires any 
suggestions in the work of organizing his new 
company. Without invitation,therefore, we sub- 
mit that he will give most welcome aid towards 
the solution of a burning question by having his 
articles of incorporation granted by Act of Con- 
gress rather than by one of the states of the 
Union. Let him then proceed in the attempt to 
transact business in some state, without regard 
to the existence of that state’s insurance code 
and its administrative machinery. Thus very 
simply and speedily would a test case arise for 
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the courts, whereby it could be quickly deter- 
mined if Paul vs. Virginia and the long line of 
defending decisions are still the law or other- 
wise. 


McCALL’S LETTER OF RESIGNATION. 


To the Board of Trustees: At the close of 
1905 I have been in life insurance as clerk and 
as state or company official for forty years. I 
have been president of this company fourteen 
years. They have been fourteen very busy 
years. The results show that. It is no exagger- 
ation to say that the progress of this eompany 
during that time has been little less than astonish- 
ing. The progress has been real progress, too. 
The work has been well done. Risks have been 
soundly selected; assets have been wisely in- 
vested. 

In the period of my service as president I 
have made mistakes. It is easy to see mistakes 
after events have fully developed the situation. 
Any one can be wise then, but when facing 
great problems daily it is not so easy to be iner- 
rant. My errors probably seem greater to me 
today than they seem to any even tolerably just 
critic; but, notwithstanding that, I am not with- 
out comfort. My consolation comes from these 
considerations. 

First—The unprecedented achievements of the 
company. 





Second—That no officer or trustee has profited 
improperly during that time to the extent of a 
dollar at the expense of the policyholders..... 

The progress of the|company during my presi- 
dency can best be shown by the following 
tables :— 


Dec. 31,1891. Dec. 31, 1905. 

ASSCtS.ccccercccee $125,947,290 $435 ,000,000 

IncoMe...eccceoe- $31,854,194 $ 102,000,000 
Dividends of year 

to policyholders. $1,260,340 $5,000,000 
Total Payments of 
year to  policy- 

holders ....eeee. $12,671,491 $40,000,000 
Number of policies 

in Torce.ceececes 182,803 1,000,000 


Insurance in force, 
premiums paid.. 


The achievements of a lifetime, if judged by 
ordinary standards, have been crowded into 
that period of fourteen years. Knowing that 
the work is not only vast in extent but sound in 
quality, knowing that in my every act I have 
striven to protect the policyholders’ interests, I 
hand you back the commission which you gave 
me at the beginning of 1892..... 

I believe my retirement will make all tasks 
easier, all burdens lighter, all problems simpler. 
In that hope I hereby tender my resignation as 
president of the New York Life Insurance 
Company, to take effect at once. I remain, 
respectfully yours, John A. McCall. 


$575,689,649 $2,061,000,000 
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January 1, 1906. 

CASH INCOME. DISBURSEMENTS. 
aad cbs edihe eeeninehneeen $5,434,225.68 ND CN iis nc penne ie ades eure $1,339,967.49 
Teterest ONG ReMts......... ccsecssccese 1,486,199.29 Dividends and Annuities............. 363,301.93 
Consideration for Annuities.......... 521,241.23 Endowments and Surrender Values... 1,125,357.53 

Taxes, Commissions and all other 
a ccc ctrstseccssees seas 1,587,690.32 
INCOME SAVED.....----------- 3,025,348,93 
NIN sso accn cenrstencnsmmie sad BI BAMEBRGS | TOV Ai. 2000.00. vvccscccccssesccsd $7,441,666.20 
ASSETS. LIABILITIES. 
NI. oi. nicnncascacnddiesawssrnuves vase $13,388,241.00 Insurance Reserves.................++ $27,902,848.21 
Mortgages, First Liens................ 13,133,031.05 Annuity Reserves.........-....+0+. «. 2,194,310 35 
Policy Loans and Premium Notes.... 4,630,439.57 POBOEG TIORNNTERi6cs cc cccccecccivccese »432.47 
Real Estate, Book Value.............. 939,517.10 | Trust Fund Reserves.................- 68,068.71 
Cash in Banks and Office.............. 1,144,720.08 Death Claims under adjustment...... 69,683.27 
Interest and Rents due and accrued. 592,855.37 I nn Cone nae arased “waked ad-taits 195,997.47 
Deferred and Unreported Premiums GEE, TER-SE | SUITS... cscccsccscesssccsece 3,821,752.51 
Due from Agents... ......cccccccccssecs 3,556.63 
Wa occ oh asinnss: sconcateund $34,519,093.04 | TOTAL.........-....0.000000e $34,519,093.04 
THE YEAR 1905 SHOWS: 
increase in Insurance.................. $10,719,350 Increase in Payments to Policy-hold- 
Increase in Assets..........-.........-- 3,120,639 Paes ravinspeesdintnes Sun ecukwnekesee 398,538 
Increase in Income...................-- 546,652 feperence famed .......... secccccscess 26,318,183 
increase in Surplus.... .....-........++ 363,676 Insurance in Force..................... 145,480,904 
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(FIRE) 


Union Assurance Society 
OF LONDON. 
Established A. D. 1714. 


HALL & HENSHAW, U S. Managers, 
35 PINE STREET, NEW YORK. 





UNEXCELLED IN 


Favorable [lortality 


- AND. 


Economy of Management. 


The Provident Life 


ond Trust Company 
OF PHILADELPHIA. 
Rates of 


and still further reduced by 
Dividends. 


Premium Extremely Low 


Annual 


Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATEDIENT AS OF JAN. 1, 1903 


Admitted Cash Assets $3,423,230.90 
All Liabilities, including Reserves . .  1,998,616.11 


Net Surplus in United States . . . $1,424,614.79 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER 


SUN 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED | 1710. 
United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
215 SANSOME ST., SAN FRANCISCO. 





hoval Exchange Assurance 


OF LONDON, ENGLAND. 
ESTABLISHED IN 1720. 


United States Branch, 


92 WILLIAM STREET, NEW YORK. 


U. C. CROSBY, General Manager. 
R. D. HARVEY, Assistant General Manager 














Some of the cardi- 
nal aims of the UNION 
MUTUAL manage- 
ment are—to be con- 
servative in the 
choice ofinvestments 
: —to be progressive in 

the prosecution of the business—to be faith- 

ful to the interests of policyholders. 


* Agents of like inclination cordially welcomed 
Union Mutual Life Insurance 


Company 
PORTLAND, MAINE. 

FRED FE. RICHARDS, President. 

ARTHUR L. BATES, Vice- Presiden 

For Territory address either EDSON D. SCOFIELD, 

Superintendent, 180 Broadway, New York City, THORN- 
TON CHASE, Superintendent, 84 Adams Street, Chicago 
Ills. 


CONSERVATIVE 
PROGRESSIVE 
FAITHFUL 





he LIFE, ENDOWMENT 

and ANNUITY POLICY 
IsstED ONLY by THe 

PHOENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 
Is the Best for the Insurer to Buy or Agents to 


Sell. 


Covers every contingency of life. Particulars on appli- 


cation at Home Office. 


AGENTS IN ALL CITIES. 


TATE Mautuat Lite 


...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 


Financial Statement, Jan. I, 1905. 


$25,457,929.45 


Assets... . 
Liabilities . _22,905,552.00 


SURPLUS. $2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 





























What Is the Use... 


of saying ‘‘the best company "’ 

or ‘‘ the strongest company ”’ 

or ‘‘ the largest company ’’ ? 
They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905 - $37,071,298 
Liabilities, - - - 33,770,675 
SURPLUS, : - - 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 





BOSTON | FRED C. SANBORN, Mer. 
OFFICE 31 MILK STREET. er 





Incorporated Under the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
BOSTON, MASS. 
PERCY paunne, niin 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Inducements 
are 

Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 


INSURANCE COMPANY OF NEW YORK 


Exceptional 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 
32 Nassau Street New York City 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Tefm 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





*The Leading Fire Insurance (Company of America" 


Wi. B. CLARKE, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN, 
HENRY E. REES. A.N. WILLIAMS, 


Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.’ 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 
knowledge of the details of the business by 

iligent studyand practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
- should read the book- 
f SS let ‘‘Careers for the 
of THE aS Coming Men,” by 
PRUDENTIAL ~ Hon.JohnF. Dryden. It 
je mas THE. FPR is a practical discussion 
of the opportunities of- 
fered in the field of Life 
Insurance. A copy will 
be sent, free, upon re- 
quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 
Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


| IVERPOOL 
‘““” LONDON 
“” GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 








} 
|) STRENGTH OF, 


























The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
oo 7 ee 85,918,227.30 
SURPLUS.....s.00. Sn re ener 7,319,562.97 


MUTUAL BENEFIT POLICIES 
CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve . - .- 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 

6,287.51 


Reserve for All Other Claims 


Net Surplus 2,639,225 50 


Total Assets. $6,352,699,73 








National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


H. M. CUTLER, Treasurer. 
A. B. BISBEE, Med. Director. 
C. E. MOULTON, Actuary. 

F. A. HOWLAND, Counsel. 


JOSEPH A. DE BOER, President. 
JAMES T. PHELPS, Vice-Pres. 
JAMES B. ESTEE, 2d Vice-Pres. 
OSMAN D. CLARK, Secretary. 


This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31!,398,453.67 Gain, 184s 
SURPLUS, . . 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Gain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance, 

JAMES T. PHELPS & CO0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 














Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 


Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 








James W. Hott, President. 
JaMeEs M. BARKER, Vice-President. 
J. M. Lee, Actuary. 


THEO. L. ALLEN, Secretary. 
Rop’t H. DAvENpPORT, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 


For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 
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